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INTRODUCTION. 


Among  the  taxation  problems  which  have  presented  them- 
eelves  for  solution  in  the  United  States  since  1870, the  problem  of 
the  taxation  of  intangible  personal  property  has  been  perhaps  the 
most  perplexing, and  the  taxation  of  that  portion  of  intangible  per- 
sonal property  included  in  the  term  "mortgages  and  credits"  has 

presented  peculiar  problems  which  have  been  especially  difficult 

1 

for  the  various  states  to  solve.  The  purpose  of  this  study  is, first, 
to  examine  some  of  the  particulars  in  which  the  problem  of  the  tax- 
ation of  mortgages  and  credits  is  peculiarly  dif f icult ;next, to  ex- 
amine the  measures  which  have  been  adopted  in  Illinois  and  in  cer- 
tain other  states  to  meet  these  problems ; and, last  of  all, to  consid- 
er, in  the  light  of  the  experience  of  the  various  states, what  course 
of  action  it  is  wise  for  Illinois  to  adopt  in  order  to  best  serve 
the  interests  of  the  state. 

Definitions. 

It  may  be  well, at  the  very  beginning, to  ascertain  what  is 
included  under  the  terms  "mortgages  and  credits"  when  they  are  used 
in  this  connection. 

The  development  of  the  modern  industrial  system  has  been 
marked  by  a  great  increase  in  the  amount  of  business  transacted  on 
the  credit  basis. Credit  is  found  to  be  playing  a  larger  and  increas- 
ingly important  part  in  business  transact ions. With  the  growing  sta- 

-o- 

1. Adams: Science  of  Finance. p. 442. 
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bility  of  political  and  social  conditions, men  have  come  to  have  more 
faith  in  the  future  and  they  insist  less  strongly  upon  a  full  pay- 
ment for  the  articles  they  have  to  sell  at  the  time  the  article 
1 

changes  hands.  The  merchant  is  willing  to  deliver  the  goods  to  a 
customer  to  be  paid  for  at  some  future  date. The  land-owner  is  will- 
ing to  deed  a  piece  of  land  to  a  purchaser  upon  payment  of  but  a 
small  fraction  of  the  purchase  price, arranging  to  have  the  balance 
paid  at  stated  interval^    in  the  future. The  seller  when  calculating 
his  assets  includes  among  them  these  sums  which  he  has  arranged  to 
have  paid  to  him  at  a  latter  date. The  buyer  stands  committed  to  sat- 
isfy these  claims  as  they  fall  due  and  upon  his  ability  and  willing- 
ness to  do  BO  , rests  the  success  of  the  system.  The  claim  which  the 

seller  of  the  goods  has  upon  the  buyer  is  ,for  the  purposes  of  tax- 

2 

ation,  called  a  credit. 

This  particular  conception  is  found  expressed  in  the  act 

passed  by  the  Illinois  legislature  in  1S72  which  defines  a  credit 

as  "every  claim  or  demand  for  money, labor, interest  or  other  valua- 

3 

ble  thing, due  or  to  become  due, not  including  money  on  deposit." 

Judge  Evans, of  Ohio, approaching  the  subject  from  a  slight- 
ly different  standpoint , defines  a  credit  as  "an  estimate  of  the  abil- 
ity of  a  debtor  to  pay, based  upon  his  known  ownership  of  real  and 

-o- 

1  .Piske :Modern  Bank. p. 18.  Kinloy :Lioney .p.201. 

2.  Kinley, (Money .p.l99. )  defines  credit  from  the  debtor's  standpoint 

as  "an  attribute  or  power  of  the  borrower" . "By  credit  we  mean 
the  power  which  one  person  has  to  induce  another  to  put  eco- 
nomic f-^ods  at  his  disposal  for  a  time, on  promise  of  future 
payment" • 

3.  Laws  of  Illinois: 1870-1872. p. 69.  Money  on  deposit  was  to  be  listed 

as  "Moneys  of  other  than  Bank, Banker, etc . "  Ibid:p.8. 
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personal  property, his  habits  of  life, his  practice  as  to  meeting  his 

obligations, his  state  of  health, and  his  reputation  for  honesty  and 

1 

promptness  in  the  community  in  which  he  resides." 

Thi8"estimate  of  the  ability  of  the  debtor  to  pay"  is, in 
a  great  many  cases, based  on  some  very  substantial  sort  of  security  ! 
such  as  a  deed  to  the  property  made  out  in  favor  of  the  lender, so 
worded  that  he  shall  have  a  lien  in  the  event  of  the  debtor 

failing  to  meet  the  obligations  which  he  has  assumed. Such  an  instru- 
ment may  be  issued  on  the  basis  of  either  land  or  chattels  and  is 
known  as  a  mortgage. 

The  Problem  Not  a  New  One. 

It  is  interesting  to  note  in  passing  that  the  problem  of 
taxing  credits  is  not  a  new  one. Over  two  hundred  years  ago  in  Eng- 
land the  problem  was  more  or  less  clearly  defined. John  Locke, in  his 
pamphlet  entitled  "Considerations  of  the  Lowering  of  Interest  and 
Raising  the  Value  of  Money"  speaks  of  the  situation  and  discusses  the 

phase  of  double  taxation  introduced  by  the  attempt  to  tax  both  the 

2 

land  and  the  mortgage. 

In  the  United  States, however, and  especially  in  the  western 
states, the  problem  is  one  which  has  come  up  for  serious  consideratioE 
only  in  recent  years. Visible  tangible  property  has, until  recently, 

I 

been  found  able  to  bear  the  burden  of  taxation  for  the  whole  com- 

miinity.The  increased  public  expenditures  of  the  rapidly  developing 

states  have, however, laid  a  burden  on  this  single  class  of  property 

-o- 

1.  Evans: Taxation  in  Ohio. p. 72. 

2 .  Locke : Works . Ed . 1826 .Vol . V . p . 75 . 
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which  is  hard  to  bear. Relief  is  demanded"  and  the  state  legislatures, 
in  trying  to  furnish  this  relief,  have  attempted, by  many  and  varied 
methods, to  list  credits  for  taxation. 

Importance  of  the  Problem. 

The  problem  of  the  taxation  of  mortgages  and  credits  is 
important, in  the  first  place, in  view  for  the  present  urgent  need  for 
revenue. A  policy  which  promises  increased  income  is  desirable .Any 
solution  which  threatens  to  cut  off  the  income  which  now  comes  from 
the  taxation  of  such  property  will  be  viewed  v;ith  disfavor  by  the 
i    owners  of  tangible  property  who, in  all  probabilitj'-, would  be  taxed  to 
make  up  the  deficit.  Again  any  plan  which  includes  a  provision  to 
lay  a  heavier  tax  on  credits  or  to  secure  the  enforcement  of  the 
present  law  may  have  consequences  of  serious  import  to  the  community 
such  as  raising  the  interest  rate  or  making  loanable  capital  diffi- 
cult to  obtain. 

If  the  study  of  the  problem  leads  one  to  believe  that 
there  are  peculiarities  connected  with  credits  which  render  them 
essentially  different  from  other  taxable  objects, it  will  be  necessary 
to  recommend  that  the  method  be  abandoned  which  treats  all  property 
as  if  homogeneous. Thus  the  problem  is  important  also  because  its 
solution  may  involve  a  change  in  the  time  honored  general  property 
tax  in  so  far  ac  it  is  applied  to  the  assessment  of  this  particular 
kind  of  personal  property. 

-o- 
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CHAPTER  I. 

PROBLELIS  INVOLVED  IN  THE  TAXATION  OF  MORTGAGES  AND  CF.EDITS. 

In  order  to  obtain  a  background  for  a  discussion  of  the 
attempts  to  solve  the  problem$of  the  taxation  of  mortgages  and  cre- 
dits, some  of  the      problems  involved  will  be  briefly  presented  at 
this  time  and  an  attempt  will  be  made  to  show  why  the  taxation  of 
this  class  of  property  is  peculiarly  difficult* 

Should  Credits  be  Taxed  as  Property? 

Perhaps  the  greatest  problem  of  all  is  to  justify  the  ex- 
istanco  of  the  tax. Why  should  there  be  a  tax  on  mortgages  and  cred- 
its? Under  the  general  property  tax, the  system  in  use  in  Illinois 
and  ir.  most  of  the  other  states, the  question  is  answered  by  a  line 
of  argument  somewhat  as  follows .The  state  must  have  revenue  to  ac- 
complish the  ends  for  which  it  exists;  each  man  should  contribute 
according  to  his  ability;  the  property  a  man  owns  is  a  fair  test  of 

his  ability  to  contribute;  mortgages  and  credits  are  property ;there- 

1 

fore  they  should  be  taxed.  But  the  question  is, are  mortgages  and 
credits  property?  That  the  legislatures  have  answered  this  (in  the^ 
question  in  the  affirmative  is  shown  by  the  fact  that  the  general 

property  tax  is  in  exietance.Thev  seem  to  reason  that  credits  are 

2 

a  source  of  revenue  and  an  index  of  a  man's  ability  to  pay.  This 

statement  is  not  easy  to  deny  but  it  should  be  remembered  that  these 

3 

credits  are  in  themselves  of  no  value.  The  vital  point  is  that  they 

represent  property  which  is  productive  of  revenue. This  fact  is  lost 

-o- 

1 .SeligmanrEssrys  on  Taxation. p. 34. 

S.Coray  .'Utah  Mortgage  Tax. First  National  Conference  .p.  184. 
3. Fierce: Taxation  of  Moneys. Ibid. p. 343. 
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sight  of  by  the  law  makers. Let  the  credits  be  taken  as  evidence  "bC 

of  an  interest  in  the  revenue  producing  property, find  the  source  of  ! 

the  revenue, determine  the  owners, divide  the  tax  between  them  and  no 

injustice  will  be  done. Suppose, for  example, that  two  men, A  and  B,he-ve 

five  thousand  dollars  apiece  in  cash. A  wishes  to  build  a  house  but 

decides  that  he  wants  a  ten  thousand  dollar  property  and, moreover, 

he  feels  justified, in  view  of  his  probable  future  income, in  borrowing 

five  thousand  dollars. B  lends  A  the  money  and  accepts  a  mortgage  on 

the  house  aa  security .Has  any  new  property  been  created?  Many  au- 

1 

thorities  say  no.  Before  the  transaction  A  and  B  had  ten  thousand 
dollars  in  cash  between  them.After  the  transaction  they  have  a  ten 
thousand  dollar  house  between  them. A  has  the  title  to  a  house  of 
which  he  owns  but  one  half  and  B  has  a  mortgage  showing  that  he  has 
a  lein  on  the  house  for  his  money  to  the  amount  of  one  half  of  the 
value  of  the  property. The  assessor, however, when  he  sees  a  ten  thou- 
sand dollar  house  to  which  A  holds  the  title  assesses  him  as  own- 

2 

ing  ten  thousand  dollars  worth  of  property.     In  addition  to  this, 
when  B  is  called  upon  to  declare  his  personal  property, he  is  sup- 
posed to  enter  his  five  thousand  dollar  mortgage. Thus  the  state, for 
taxation  purposes, seeks  to  schedual  a  ten  thousand  dollar  property 
at  fifteen  thousand  dollars, ten  thousand  dollars  for  the  property 
and  five  thousand  dollars  for  the  piece  of  paper  showing  that  one 
half  of  the  property  is  owned  by  another  man. Those  who  advocate 
such  a  tax  therefore  really  maintain  than  a  ten  thousand  dollar 
property  held  in  partnership  under  these  conditions  is  a  fifteen 

thousand  dollar  property.lt  is  believed, then, by  some  thinkers , that 

-o- 

1 .SeligmanrEssays  on  Taxation. p ..34« 

Fisher : Nature  of  Capital  and  Income. p. 97. 

Swan: Impersonal  'iaxation. Annals  Amer.Acad.Sept !07,p.53. 
2. Debt  deduction  to  limited  extent  in  Illinois. Law8:71-72. p. 9. 
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to  say  that  credits  are  property  in  the  sense  that  other  taxable 
objects  are  property  shows  a  failure  to  look  behind  the  form. What  a 
state  should  tax  ,if  it  wishes  to  tax  property, is  not  the  evidence 
of  indebtedness  but  the  goods  loaned ;not  the  mortgage  showing  that 
someone  has  loaned  money  but  the  money  itself  which  has  been  loaned. 

Problems  of  Administration. 

The  main  object  of  this  tax  is  to  secure  revenue. No  regu- 
lative purpose  is  present. The  state, however,  in  its  attempt  to  obtain 
revenue  should  adopt  a  plan  which  is  not  expensivejV/hich  is  easy  to 
administer, and  which  is  just  between  individuals .The  problems  which 
the  taxation  of  mortgages  and  credits  present  to  the  state  in  its 
attempt  to  secure  an  easy, cheap, and  just  admini strati on, must  now  be 
considered. 
Tax  Easily  Evaded. 

In  the  first  place, a  law  laying  a  tax  on  mortgages  and  cre- 
dits is  easily  evaded. If  the  man  who  loaned  the  five  thousand  dollars 
to  A  is  inclined  to  evade  the  tax, he  will  have  little  difficulty  in 
doing  so. This  evasion  persists  in  spite  of  the  most  strenuous  efforts 
on  the  part  of  the  states  to  prevent  it  and  is  so  general  that  there 
is  much  truth  in  the  statement  of  one  writer  that  the  taxation  of 

such  property  "is  much  like  taking  a  subscription  to  a  Sunday  School 

1 

or  Church"  in  that  only  those  pay  the  tax  who  wish  to  do  so. 

Many  different  methods  are  used  to  escape  the  tax  on  this 
sort  of  property. One  of  the  most  fruitful  sources  of  evasion  is  found 
in  the  fact  that  eacli  state  in  the  union  has  its  own  independent  tax 

-o- 

1 .Evans :Taxation  in  Ohio. p. 67. 
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!    system  with  no  attempt  at  correlation  of  laws  or  cooperation  in  en- 
forcing them. If  an  assessor  finds  that  a  man  holds  a  mortgage  on 
property  in  the  state  and  attempts  to  compel    the  listing  of  the  cre- 
dit,all  that  it  is  necessary  for  the  lender  to  do  in  order  to  escape 
the  tax  is  to  exchange  the  mortgage  for  one  across  the  state  line 

which  the  assessor  is  powerless  to  cross  in  his  effort  to  enforce 
1 

the  state  law ♦Another  way  is  to  make  out  the  loan  in  the  name  of  a 
friend  in  another  state  and  to  take  from  him  the  perpetual  power  of 
attorney  in  regard  to  the  mortgage .Citizens  of  one  state  have  been 

-o»' 

1  .H.C .Adams : Science  of  P'inance.p.4<i2. 

T.S.Adams; Taxation  in  Maryland. Johns  Hopkins  Studies. 18:73. 

An  interesting  example  of  this  sort  of  evasion  was  brought  to  light 
before  the  board  o£  review  of  Champaign  County  during  the 
summer  of  1908  when  a  special  effort  was  being  made  to  list 
the  mortgages  owned  in  the  county. Two  wealthy  men, brothers, 
one  living  in  Champaign  County , Illinois  and  the  other  liv- 
ing across  the  line  in  Indiana, were  heavy  investors  in 
mortgages,^  500.000.00  worth  of  such  credits  being  recorded 
in  the  name  of  the  Champaign  County  man  on  the  county  re- 
cords.When  he  was  called  upon  to  give  reason  why  he  should 
not  be  taxed  on  these  mortgages  he  claimed  that  he  owned 
none  of  them: that  he  had  bought  them  for  his  brother  in 
Indiana  and  had  assigned  them  over  to  him. His  brother , then, 
really  owned  the  mortgages  in  question.lt  is  only  reason- 
able to  suppose  that  the  Indiana  brother  performed  a  sim- 
ilar service  for  the  man  in  Illinois. 

'    2.Coray:Utah  Mortgage  Taxation.First  National  Conference  on  Taxation, 
p. 187. 
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known  to  form  corporations  in  other  states  for  the  sole  purpose  of 

1 

assigning  their  mortgages  to  them. 

In  the  absence  of  any  understanding  between  the  states  as 
to  how  credit  instruments  shall  be  taxed, this  practice  of  sending 
mortgages  out  of  the  state  has  become  very  common. The  effect  of  an 
attempt  at  enforcement  is  that  an  obstacle  is  placed  in  the  way  of 
both  lender  and  borrower. The  former, assuming  the  absence  of  friction 
which  would  prevent  the  working  out  of  the  incidence, is  forced  to 
■end  his  money  out  of  the  state  for  investment , the  tax  virtually 
amoxinting  to  a  prohibition  against  investing  it  in  his  own  communi- 
ty.The  latter, when  he  wishes  to  borrow, must  seek  a  lender  in  another 
state. Thus  the  enforcement  of  a  law  laying  a  tax  on  credits  involves 
the  evil  of  forcing  capital  out  of  the  state. 

An  arrangement  between  the  states  by  which  credits  sent  to 
another  state  could  be  reached  for  taxation  would  not  wholly  solve 
the  problem  for  there  is  an  international  phase  to  the  question. In 
Champaign  County, Illinois, many  mortgages  are  recorded  which  are  own- 
ed by  the  Sun  Insurance  Company  of  Toronto, Canada, and  it  is  evident 
that  the  evils  of  evasion  which  now  exist  between  the  states  could 
easily  grow  up  between  Canada  and  the  United  States  as  a  whole, thus 
necessitating  some  sort  of  an  international  plan  of  taxation  if  the 
credits  are  to  be  reached.lt  is  possible, in  other  words, that , if  a 
perfect  scheme  for  listing  credits  between  the  states  was  produced, 
Illinois  capital  might  be  driven  out  of  the  country  and  would  go  to 
supply  the  demands  of  Canadian  borrowers  as  some  Canadian  capital 
now  finds  borrowers  in  Illinois. 

-o- 

l.Coray:Utah  Mortgage  Taxation. First  National  Conference  on  Taxation 
p. 187. 
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Another  form  of  evasion  is  foimd  in  states  where  credits 
owned  by  building  and  loan  associations  are  non- taxable .There  mort- 
gages are  often  executed  to  such  companies  and  immediately  assigned 
to  other  parties  without  recourse .Since  it  is  necessary  to  record 
only  the  original  action  in  order  to  make  the  document  legally  bind- 
ing, it  is  possible  by  thus  reassigning  mortgages, to  put  the  real  own- 

1 

ers  beyond  the  danger  of  discovery. 

In  many  states  the  tax-payer  is  permitted  to  deduct  his 
debts  from  his  credits .Where  this  is  the  case  ficticious  debts  are 
often  used  as  an  offset  against  any  credits  which  a  man  may  be  known 
to  own. A  father  will  sometimes  make  out  a  note  to  a  son  or  some  other 
dependent  for  a  sufficient  sum  to  counter-balance  any  credits  he 

2 

may  have  and  swear  that  he  is  indebted  to  the  amount  of  his  credits. 

The  note  is, of  course, expected  to  escape  discovery  and  after  it  has 

served  its  purpose  as  a  balm  to  the  conscience  of  the  tax-payer  it  is 

destroyed .Thus  the  matter  of  debt  deduction  becomes  a  serious  prob- 
3 

lem. 

Sometimes  exemption  is  secured  by  using  a  different  legal 
form  from  the  ordinary  one  as, for  instance, when  instead  of  drawing 
up  and  recording  a  mortgage, the  mortgagor  gives  the  lender  a  quit- 

4 

claim  deed  in  escrow  to  be  delivered  upon  the  payment  of  the  debt. 

-o- 

1 .  Chapman: State  Tax  Commissions  in  the  United  States. Johns  Hopkins 

studies . 15 : 467-8 . 
Evans : Taxation  in  Ohio. p. 70. 

2.  Evans: Taxation  in  Ohio. p. 70. 

That  this  ruse  has  been  used  in  Illinois  seems  to  be  evidenced  to 
by  a  reference  in  an  opinion  of  Attorney  General  Hamlin  in 
1903, in  which  he  says, "The  fact  that, in  the  case  referred 
to  by  you, the  notes  may  have  been  given  to  the  holder  by 
his  father, does  not  affect  the  question  of  their  liability 
to  assessment  for  the  purposes  of  taxation."  Report : 1903-4. 
1^.-4  40. 

3.Seligman:Essays  on  Taxation. p. 33. 

4tCorfty;Utah  Mcrtg^^gg  Taxation: lat  Nat* l  Con^ffirftnnfi>p-lP/i  at.  »,i  . 
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A  means  of  evasion  of  this  type  very  common  in  IllinoiB, 
is  to  substitute  a  trust  deed  for  a  mortgage. The  county  records, in 
this  case, show  the  names  of  the  mortgagor  and  trustee  instead  of  the 
names  of  the  mortgagor  and  mortgagee  thus  making  the  name  of  the  real 
owner  a  little  less  accessible .The  beneficiary  may  be  found, however, 
by  looking  up  the  deed  itself  but  the  probability  of  this  being  done 
is  not  great. 

It  is  also  the  custom  of  firms  investing  in  such  securities 
to  make  them  out  in  the  name  of  some  employee  who  immediately  reas- 
signs them  in  blank, in  which  shape  they  are  sold  to  investors. Many  of 
the  mortgages  recorded  in  Champaign  County  stand  in  the  names  of 
stenographers  and  clerks  employed  by  banking  firms.- 

These, then, are  some  of  the  means  which  are  resorted  to  in 
the  attempts  to  evade  the  tax. So  effective  are  these  attempts  at  eva- 
sion that  in  some  states  the  assessors  have  come  to  the  conclusion 
that  It  ia  impossible  to  secure  anything  like  a  fair  assessment  of 
such  property  and  therefore  make  no  real  effort  to  do  so. 

Tax  Easily  Shifted. 

Not  only  is  the  tax  easily  evaded  but  it  is  also  easily 
shlf ted. If , perchance, the  mortgagee  in  our  supposition  does  not  seek 
to  evade  the  tax  but  includes  the  mortgage  for  five  thousand  dollars 
in  his  statement  of  personal  property  required  by  the  assessor, he, 
himself , may  not  even  then  pay  the  tax. He  may  be  able  to  raise  the 
interest  rate  which  he  charges  the  borrower  sufficiently  to  cover 
the  amount  of  the  tax. 

This  question  of  shifting  and  incidence  should  recieve 
some  consideration  from  the  stand-point  of  the  man  who  ultimately 
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pays  the  tax.I^et  the  condition  of  the  debtor  "be  examined  in  the  case 
we  have  been  considering. 

The  amount  of  property  which  A  really  owns  is  five  thou- 
sand dollars. He  pays  taxes  on  five  thousand  dollars  additional  be- 
cause of  the  fact  that  he  holds  the  title  to  the  ten  thousand  dollar 
house  and  is  not  allowed  to  deduct  the  debt  of  five  thousand  dollars 
which  he  owes  on  it. Now  when  the  lender  is  taxed  on  his  mortgage  and 
shifts  the  tax  to  the  borrower, A, who  has  accumulated  and  owns  but 
five  thousand  dollars  and  has  enterprise  enough  to  invest  it  in 
building  a  house  for  which  he  goes  partly  in  debt, must  pay  taxes  on 
fifteen  thousand  dollars. Of  course  B  may  evade  the  assessment  or 
be  unable  to  shift  the  tax  entirely .This  is  therefore  an  extreme 
case  and  may  not  often  work  out  to  the  full  extent  but  in  so  far  as 

it  does  work  out  it  appears  to  be  in  equitable  and  unjust  to  the 
1 

debtor. 

The  unfavorable  effect  of  this  tax  upon  economic  progress 
in  general  may, perhaps, be  made  more  clear  if  we  change  the  example 
used  and  suppose  A  to  be  an  investor  in  farm  land  rather  than  in 
residence  property. He  buys  a  ten  thousand  dollar  farm  giving  a  mort- 
gage for  one  half  the  purchase  price. He  holds  the  title  to  the  land 
in  which  he  has  five  thousand  dollars  invested. B  holds  a  mortgage 
as  security  for  the  five  thousand  dollar  loan. How  will  this  land 
compare  with  the  ten  thousand  dollar  farm  which  lies  next  to  it  but 
which  is  owned  outright  by  one  man?  We  have  seen  that  in  the  absence 
of  friction  the  entire  tax  will  fall  on  the  debtor. It  therefore 
comes  about  that, under  a  system  which  in  theory  taxes  all  property 
equally,A*8  farm  pays  taxes  on  five  thousand  dollars  more  than  the 

-o- 

1 .Swan: Impersonal  Taxation: Annals  Amer.Acad.Sept . *07.p.62. 
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farm  of  the  same  value  lying  next  to  it .Land, then, which  is  taken  up 

by  men  who  can  pay  but  part  of  the  cost  in  cash  is  burdened  by  the 

tax  on  credits  so  to  put  it  at  a  disadvantage  in  comparison  with 

farms  of  like  value  unemcumbered  by  a  mortgage. The  tax  has  a  tenden- 

I    cy  to  work  as  a  penalty  or  fine  upon  the  man  who  takes  up  land  on 

these  conditions . In  so  far, consequently , as  it  is  desirable  not  to 

discourage  individuals  in  their  efforts  toward  the  improvement  of 

1 

their  economic  condition, this  tax  is  to  be  condemned. 

Some  investigation  has  been  made  of  the  degree  to  which 

this  shifting  of  the  tax  to  the  debtor  is  carried. Prof essor  Carl 

I    C .Plehn, after  an  elaborate  study  of  interest  rates  in  San  Francisco, 

has  concluded  that  the  mortgagor  not  only  pays  all  the  taxes  in  the 

shape  of  increased  interest  but  he  pays  even  more  than  the  tax  which 

extra  amount  goes, as  Mr. Plehn  thinks, to  pay  for  what  he  terms  the 

2 

cost  of  shifting.  A  study  in  New  York  of  adjacent  counties  lying 
in  New  York  and  in  neighboring  states, of  which  some  taxed  mortgages 
and  some  did  not, has  produced  evidence  sufficient  to  convince  Pro- 
fessor Seligman  that  the  incidence  of  this  tax  falls  on  the  borrower. 
Just  how  successful  the  lender  is  in  his  attempt  to  shift  the  tax 
is  not  a  closed  question. His  success  will  vary  with  the  amount  of 
economic  friction  present  and  this  friction  varies  in  amount  v;ith 
almost  every  particular  instance .Assuming  free  competition, then, the 
borrower  will  pay  the  tax  but  it  is  also  true  that  there  is  probably 
much  more  friction  present  under  ordinary  conditions  than  is  allowed 

-o- 

,    1 .Schemeckebeir: Taxation  in  Georgia. Johns  Hopkins  Studies. 18:233. * 
2. Plehn: Taxation  of  Mortgages  in  Calif ornia:Yale  Re view: Vol. 8. 

Mathews: Double  Taxation  of  Mortgaged  Real  Estate. Q. J. E.IV:p. 339. 
S.Seligman:4eport8  on  Local  and  State  Taxation: Pol. Sc. Quart: 22: 300. 
Pierce : Taxation  of  Moneys  and  Credits .First  National  Conference, 
p. 345. 
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for  in  those  investigations  which  seek  to  show  that  the  lender  pays 
the  entire  tax. 

Moral  Effect  of  the  Administration  of  the  Tax* 

The  effect  of  the  tax  upon  the  morals  of  the  people  should 

not  be  disregarded. Much  has  been  written  of  the  evils  of  self  assess- 

1 

raent  from  this  stand-point  of  public  morals.  All  of  these  evils  are 

2 

present  in  their  most  acute  form  in  mortgage  taxation.  It  is  general- 
ly agreed  that  the  temptation  to  perjury  varies  directly  with  the 
ease  of  evasion  and  the  danger  of  being  found  out.It  has  been  seen 
that  evasion  is  easy  in  this  case. It  is  evident, then, that  great  care 
should  be  used  by  the  state  lest  the  law  should  put  a  premium  on  per- 
jury and  should  work  to  the  detriment  of  the  public  morals. 

Summary. 

The  problem  of  the  taxation  of  mortgages  and  credits  as  it 
presents  itself  for  solution  is, then, first  to  decide  whether  or  not 
credits  are  property  or  are  merely  representatives  of  property. If 
it  is  decided  that  they  are  property  and  should  be  taxed, the  problems 
of  administration  arise: how  can  evasion  be  prevented?how  can  the  own- 
er of  the  credits  be  prevented  from  shifting  the  tax?  and  how  can 
the  law  be  prevented  from  having  an  undesirable  moral  effect? 

The  next  step  is  to  examine  the  measures  taken  by  Illinois 
and  other  states  to  meet  these  problems  and  the  degree  of  success 
which  has  attended  their  efforts  at  solution. 

-o- 

1 •Adams: Science  of  Finance. p. 447. 

2. Pierce : Taxation  of  Moneys  and  Credits .First  National  Conference, 
p. 352. 


CHAPTER  II. 
LEGISLATION  IN  ILLINOIS  SINCE  1870. 


The  constitution  adopted  by  the  state  of  Illinois  in  1870 

provided  that  every  person  should  pay  a  tax  in  proportion  to  the 

1 

value  of  his  property.  In  the  general  revenue  act  passed  two  years 
later  this  term  "property"  was  construed  to  include  for  the  purposes 
of  taxation  "all  moneys, credits, bonds  and  stocks  and  other  invest- 
ments, the  shares  of  stock  of  incorporated  companies  and  associations 

2 

and  all  other  personal  property."  Thus  it  is  seen  that, in  Illinois, 
credits  are  considered  as  other  property  for  the  purposes  of  taxa- 
tion. 

In  a  message  to  the  legislature  on  March  25. 1872, five  days 

before  the  passage  of  this  revenue  act, the  governor  urged  that  the 

3 

bill  be  passed.  He  inclosed  a  letter  from  Auditor  C.E.Lippincott 
which  stated  that  "the  first  necessity  for  an  immediate  and  radical 
change  and  revision"  in  the  revenue  law  grew  out  of "the  undeniable 
and  admitted  fact"  that  the  great  mass  of  intangible  personal  proper 
ty  escaped  taxation. Taxable  property  thus  escaping  amounted, he  be- 
lieved, to  one  hundred  and  fifty  millions  of  dollars  a  year. 

The  law  which  was  passed  was  clearly  an  earnest  attempt  to 
secure  the  listing  of  all  such  property.lt  is  explicit  in  specifying 
the  objects  to  be  taxed  and  is  fairly  generous  in  supplying  means  to 
enforce  its  provisions. 

-o- 

1.  Kurd: Revised  Statutes : Ed. 1906. p. 68. 

2.  Laws  of  Illinois:1871-2.p.l-2-3. 

5. Reports  to  the  General  Assembly :1871 .v.S.p.lOl, 
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Law  of  1872. 

The  law  of  1872  provides  that  every  credit , whether  for  a 

specified  sum  of  money, for  property, or  for  labor, nhall  be  listed  for 

1 

taxation  and  assessed  at  a  fair  cash  value.     In  a  separate  section 
it  is  specified  that  where  a  deed  for  real  estate  is  held  for  the 
payment  of  a  sum  of  money, such  sum, so  secured, shall  be  listed  and 
assessed  as  other  property .This  is  obviously  intended  to  aid  in  the 
enforcement  of  the  mortgage  tax  law. 

One  of  the  rules  for  listing  credits  allows  the  deduction 

2 

of  debts.  The  amount  of  bona-fide  debts  founded  upon  actual  consid- 
eration received  and  not  acknowledged  simply  for  the  purpose  of  be- 
ing deducted  was  permitted  to  be  used  in  counterbalancing  credits  in 
making  up  the  statement  for  the  assessor. Debts, however, cannot  be  de- 
ducted from  other  property  than  credits  nor  is  the  act  applicable  to 
banking  companies.lt  is  further  specified  that  no  deduction  shall  be 
allowed  from  the  amount  of  any  bonds, s tocka , or  money  loaned, or  on  ac- 
count of  any  obligations  to  to  insurance  companies  on  premiums  or 
policies, unpaid  subscriptions  to  religious, charitable, and  other  so- 
cieties or  unpaid  installraentB  on  the  capital  stock  of  any  company. 

Bank  credits  are  listed  for  assessment  in  a  different  form 
under  the  head  of  "the  amount  of  the  credits  of  bank, banker, broker, 
and  stock  jobber."  Just  what  was  to  be  included  under  this  head  was 
prescribed  in  the  law  as  follows:  the  first  amount  to  be  determined 
was  "  the  amount  of  bills  recievable , discounted  or  purchased, and 
other  credits  due  or  to  become  due, including  accounts  recievable, 

and  interest  due  and  unpaid" :from  this  sura  was  to  be  subtracted  "the 

-o- 

l.Laws  of  Illinoi8:1871-2.p.2, 
2. Ibid. p. 9. 


17 

amoimt  of  all  deposits  made  with  them  by  other  parties"  and  "the 

1 

amount  of  all  accoimts  payable  other  than  current  deposit  accounts." 

Summarizing  then, it  may  be  said  that  all  credits  owned  by 
the  residents  of  the  state  which  are  not  off-set  by  indebtedness  are 
supposed  to  be  listed  for  taxation  with  the  principal  exception  that 
credits  for  money  loaned  are  not  liable  to  deduction  Tor  debts-  ( 

The  machinery  for  securing  the  listing  of  these  credits 
as  provided  in  the  act  was  as  follows. The  assessor  was  to  call  upon 
each  resident  of  the  state  between  the  first  of  May  and  the  first  of 

July, list  his  name  for  taxation, and  require  him  to  make  a  correct 

2 

statement  of  his  taxable  property.  If  the  property  owner  was  sick  or 
absent  the  assessor  was  supposed  to  leave  a  notice  requiring  a  state- 
ment to  be  made  out  and  delivered. Each  resident  of  the  state  "of  full 

3 

I    age  and  sound  mind"  was  commanded  to  make  such  a  statement.  Personal 
j    property  was  to  be  listed  at  the  place  of  residence  of  the  owner. In 

case  the  owner  moved  from  one  place  to  another  within  the  state, he 
!    was  to  be  taxed  where  he  was  first  called  upon  by  the  assessor. In  the 
case  of  a  person  moving  into  the  state, he  was  deemed  subject  to  tax- 
ation in  Illinois  unless  he  could  produce  conclusive  evidence  that 

he  had  already  paid  taxes  on  the  property  for  the  current  year  in 
4 

another  state. 

The  statement  of  property  was  to  be  signed  and  delivered 
to  the  assessor  who  was  then  to  fix  a  fair  cash  value  for  each  credit 
If  the  assessor  suspected  that  the  schedule  was  not  a  full  and  fair 
statement  of  the  property  owned  by  the  person, he  was  empowered  to 

-o- 

l.Laws: 1871-2.p.l0. 
2. Ibid: p. 5  and  21. 
3.Ibid:p.3. 
4.Ibid:p.6. 
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administer  an  oath  and  to  demand  that  the  person  swear  to  the  truth 
of  the  statement ♦False  swearing  was  to  be  considered  perjury  and 
punishable  as  auch.If  the  person  refused  to  make  a  statement  he  was 
then  compelled  to  submit  to  be  taxed  on  the  basis  of  a  statement 
made  out  by  the  assessor  who  was  to  list  the  property  of  the  person 
according  to  his  best  judgement  and  information. 

In  addition  to  this, if  the  person  making  out  the  statement 
wished  to  counter- balance  his  credits  with  debts, each  debt  deducted 
had  to  be  verified  by  oath. A  violation  of  this  oath  involved  a  penal- 
ty of  a  fine  of  from  one  hundred  to  one  thousand  dollars  beside  the 
regular  damages  which  might  be  recovered  by  "the  state, county , or 
other  local  corporation"  in  regular  action  in  court. It  was  arranged 
that  a  statement  of  all  deductions  with  their  aff idavits , should  be 
filed  with  the  county  clerk  and  be  kept  for  two  years  open  to  the 
inspection  of  those  whose  duty  it  was  to  enforce  the  law. 

Still  another  means  was  furnished  for  securing  a  full  list- 
ing of  the  property. The  assessor  was  empowered  to  call  witnesses  and 

to  examine  any  person  under  oath  whom  he  believed  to  have  a  knowledge 

3 

of  unlisted  personal  property  held  by  another. 

It  is  important  to  note  one  other  provision  of  the  law  as 
showing  the  ever-present  desire  to  prevent  evasion.An  article  is  in- 
cluded which  required  that  any  property  ommitted  from  the  assessment 
for  any  reason  or  any  property  on  which  the  full  taxes  were  not  paid 
because  of  defective  description  or  assessment, should, when  discoverec| 
"be  listed  and  assessed  with  ten  per  cent  interest  thereon  from  the 

-o- 

1 .Laws : 1371-2 .p. 8 . 

2.Ibid:p.9. 

3.Ibid:p.21. 
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1 

time  the  «arae  ougnt  to  have  been  paid." 

The  act  of  1872, then, defined  the  policy  of  Illinois  as  fol- 
lows :first  , credits  were  to  be  considered  as  property  and  were  to  be 
taxed  at  the  same  rate  and  in  practically  the  same  manner  as  tangible 
property :next, the  principle  of  self  assessment  was  adopted  and  eva- 
sion was  soioght  to  be  prevented  by  requiring  the  returns  to  be  veri- 
fied by  oath  in  suspected  cases;  and, lastly, there  was  evidently  no 
consideration  of  the  questions  of  the  justice  of  the  incidence  of  the 
tax  and  of  the  effect  of  the  method  of  assessment  upon  the  morals  of 
the  people  of  the  state. 

Amendment  of  1879. 

In  1879  the  legislature  amended  that  part  of  the  law  of 

1872  which  pertained  to  the  listing  of  personal  property  so  as  to 

require  that  the  list  made  out  by  the  property  owner  should  be  sworn 

2 

to  at  the  time  of  the  assessment.  In  assessing  notes, accounts, bonds 
and  moneys, the  assessor  was  to  be  governed^by  the  same  rules  of  uni- 
formity that  he  adopts  as  to  value  in  assessing  other  personal  prop- 
erty." If  any  person  refused  to  make  out  a  list  under  oath  the  as- 
sessor was  empowered  to  schedual  the  property  according  to  his  beet 
knowledge  and  information  and  to  add  fifty  per  cent  to  the  assess- 
ment as  a  penalty .Refusal  to  make  a  list  was, in  addition,  to  be  con- 
sidered a  misdemeanor  and  punishable  with  a  fine  of  not  exceeding  two 
hiondred  dollars. 

Act  of  1898. 

With  the  exception  of  this  change  in  1879, the  law  stood 
intact  until  1898, when  amendments  were  made  looking  toward  a  more 
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1.  Laws : 1871-2. p. 64-5. 

2.  Laws:1879.p.252. 


j    thorough  assesament .No  change  was  made  in  the  specifications  of  the 
objects  liable  to  assessment , the  whole  purpose  of  the  act  seeming  to 
be  the  prevention  of  evasion. 

Twenty  five  years  of  experience  does  not  seem  to  have  con- 
vinced the  legislature  that  a  system  dependent  upon  oaths  for  its 
enforcement  was  inherently  faulty. To  them  it  seemed  that  the  trouble 
lay  in  the  fact  that  the  assessment  was  not  sufficiently  sworn  to  and 
they  proceeded  to  seek  a  remedy  by  requiring  more  oaths. 

Under  the  law  of  1872  the  assessor  was  permitted  to  demand 

that  the  assessment  schedule  be  verified  by  oath  if  he  believed  it  to 

1 

be  an  unfair  list  of  the  man*s  property.  The  amendment  of  1879  pro- 
vided that  "persons  required  to  list  personal  property"  should  make 

2  3 
out  a  list "under  oath?    But  the  new  law  of  1898  was  more  specific. 

"The  assessor", it  reads, "shall  require  every  person  to  make, sign, and 

swear  to  the  schedule."  If  a  person  turns  in  a  false  or  fraudulent 

schedule  with  the  intention  of  defeating  or  evading  the  law, he  is 

liable  to  a  fine  of  five  thousand  dollars, imprisonment  for  a  year  or 
4 

both.  It  was  made  the  duty  of  the  state's  attorney  in  each  coimty  to 
enforce  this  law  and  as  an  incentive  he  was  allowed  twenty  dollars 
for  each  conviction, to  be  taxed  as  costs, and  ten  per  cent  of  all 
fines  collected. 

Another  section  of  the  law  empowered  the  board  of  review 
to  summon  assessors  and  others  before  them  and  to  inquire  of  them  un- 
der oath  as  to  the  correctness  of  the  valuations  or  as  to  the  methods 

I   used  in  obtaining  them. Any  person  who  refused  to  appear  and  submit  to 

I 

such  an  examination  was  declared  to  be  guilty  of  a  misdemeanor  and 

liable  to  a  fine  of  five  hundred  dollars. 
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It  was  provided  further  that  the  assessor  should  take  oath 

I   "before  he  assumed  the  responsibilities  of  his  office  bindi  ng  hira  to 

appraise  and  assess  all  property  according  to  the  provisions  of  the 

law, to  require  every  person  to  sign  his  assessment  schedule  and  to 

1 

administer  the  oath  to  each  tax  payer.  If  an  assessor  broke  this 
pledge  and  omitted  property  from  the  schedule  or  consented  to  set  it 
down  for  more  or  less  than  its  true  value, he  was  liable  to  a  fine  of 
from  one  hundred  to  five  thousand  dollars  or  imprisonment  for  a  year 
for  each  offense. He  was  also  held  to  be  liable  on  his  bond  for  any 
damages  sustained  by  any  party  whom  he  might  have  injured  by  an  un- 
just assessment. 

In  addition  to  these  provisions  the  assessor  was  required 

to  swear  to  the  truth  of  the  assessment  when  he  turned  the  schedule 

2 

over  to  the  county  clerk. 

The  law  of  1898  also  changed  the  form  of  the  assessment . In- 
stead of  using  the  full  value  of  the  property  as  the  basis  for  tax- 
ation, it  was  provided  that  one  fifth  of  the  true  value  should  be 
3 

used.  Printed  blanks  were  to  be  furnished  by  the  auditor  which  were 

I    to  be  filled  out  by  the  property  owners. Credits  .were  to  be  listed 

in  one  column  at  their  true  "full  value"  and  in  another  column  at  one 

fifth  of  this  sum  which  amount  was  to  be  known  as  their  "assessed 

value."  The  person  was  urged, in  a  note  printed  on  the  blank, to  make 

a  full  return  of  his  property  as  "only  one  fifth  of  the  several  a- 

moLints"  listed  would  be  "taken  and  assessed  for  the  purposes  of  tax- 
4 

ation." 

Another  section  made  the  period  of  assessment  one  month 
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earlier  than  it  had  formerly  been, so  that  it  extended  through  April 

1 

and  May  rather  than  through  May  and  June. 

This  same  act  made  it  the  duty  of  the  county  officials  to 

publish  the  list  of  assessments. A  newspaper  was  to  be  used  for  this 

purpose  in  all  counties  of  less  than  one  hundred  ond  twenty  five 

thousand  people, but  in  those  counties  which  had  a  larger  population 

a  pamphlet  was  to  be  issued  containing  the  assessments  and  a  copy 

sent  to  each  tax- payer. The  law  of  1898  specified  that  the  list  should 

be  published  as  soon  as  the  officers  should"have  completed  the  as- 

sessment."  An  amendment  passed  in  1905, provided  that  the  list  should 

be  published  as  soon  as  the  personal  property  assessment  should  be 

completed  without  waiting  for  the  completion  of  the  assessment  of 

3 

the  real  property.  A  law  passed  two  years  later, however, made  the 

4 

clause  read  as  it  had  read  in  the  law  of  1898. 

Under  a  law  passed  in  1901  state  banks  were  put  on  the  same 
footing  as  national  banks  in  that  they  were  not  required  to  list 

5 

their  personal  property  in  the  form  prescribed  by  the  law  of  1872. 

This  form  was  also  changed  when, in  1903, funds  in  the  hands  of  other 

banks  subject  to  draft  and  check  and  other  cash  items  were  classed  as 

credits  rather  than  as  moneys  as  they  had  been  classed  by  the  act  of 
6 

1872. 


Summary ♦ 

The  law  for  the  taxation  of  mortgages  and  credits  in  Illi- 
nois stands  today  practically  as  passed  in  1372. The  general  policy 
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has  been  changed  in  no  particular. The  amendments  which  have  been  a- 
dopted  have  not  been  of  the  nature  of  fundamental  changes. They  have 
simply  been  efforts  to  make  the  old  law  more  effective. 

Illinois, then, through  legislation  passed  thirty  seven  years j 
ago, committed  herself  to  the  following  policy .Credits  are  treated  as 
other  property. No  essential  difference  is  recognized  for  the  purposes 
of  taxation. No  special  attention  is  given  in  the  statutes  to  the  fact 
that  this  sort  of  property  presents  peculiar  difficulties. Each  person 
is  supposed  to  list  his  credits  for  taxation  and  to  swear  to  the 
truth  of  the  list .He  is  asked  to  assess  himself  and  to  give  his  oath 
as  to  the  correctness  of  the  statement  which  it  is  to  his  pecuniary 
advantage  to  make  incorrect .The  officers  appointed  to  enforce  the 
law  must  first  give  their  oath  that  they  will  do  their  duty  and  again 
give  their  oath  that  they  have  done  their  duty. The  tax- payer, the 
other  party  to  the  contract , must  give  his  oath  that  he  has  obeyed 
the  law. Surely,  if  a  full  and  just  assessment  could  be  obtained  by  a 
policy  which  depends  upon  oaths  to  secure  its  enforcement , Illinois 
should  have  a  full  and  just  assessment. 

How  far  the  system  adopted  has  been  successful  or, in  other 
words, how  full  and  just  the  assessment  has  been  will  be  examined  pre- 
sently. The  effectiveness  of  laws  as  passed  by  the  legislature, how- 
ever, is  often  impaired  by  the  decrees  of  the  courts  when  cases  under 
the  laws  come  up  to  them  for  decision. The  next  step  would  seem  to  be 
to  review  the  court  decisions  in  order  to  ascertain  if, in  interpret- 
ing the  laws, the  courts  have  in  any  way  weakened  them  or  have  with- 
held the  support  that  is  necessary  to  secure  their  proper  enforce- 
ment . 


24 


CHAPTER  III. 

ATTITUDE  OF  THE  COURTS  OF  ILLINOIS  TOWARD  THE  LAW  LAYING  A  TAX  ON 

MORTGAGES  AND  CREDITS. 

Are  Credits  Property? 

In  discussing  the  attitude  which  the  courts  have  taken  to- 
ward the  law  laying  a  tax  on  mortgages  and  credits, the  first  point  to 
be  considered  is  the  position  they  have  assumed  toward  the  theoreti- 
cal question  of  whether  or  not  cerdits  are  property, or, in  other  wprdg 
of  whether  or  not  the  tax  on  credits  is  justifiable  under  the  theory 
of  the  general  property  tax. 
Early  Decisions. 

As  early  as  1850  it  was  decided  that  the  power  to  assess 

and  collect  a  tax  on  all  personal  property  included  the  power  to  tax 
1 

money  loaned. 

Three  years  later, in  1853, the  court  declared  that  to  tax 

both  the  land  and  the  notes  for  the  payment  of  the  land  in  case  of 

2 

a  sale  was  not  double  taxation.  In  this  case  a  man  named  Rhodes  sold 

a  piece  of  land  to  a  man  named  Walker  for  fourteen  hundred  dollars 

and  gave  him  bond  for  the  deed. Walker  paid  two  hundred  dollars  of 

the  purchase  money, gave  notes  for  the  payment  of  the  remainder, went 

into  possession  of  the  land  and  listed  it  for  taxation  in  his  own 

name. Rhodes  was  assessed  one  thousand  dollars  on  his  notes. The  court 

declared  the  assessment  valid  on  the  grounds  that  credits  were  "as 

much  the  subject  matter  of  taxation  as  the  same  amount  of  money 

loaned  on  bond  or  mortgage  or  invested  in  stocks  and  other  securi- 

ties."  "The  principle  is", reads  the  decision, "that  all  property 
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*  shall  contribute  to  the  support  of  the  government. A  man*s  wealth 
may  consist  of  credits  exclusively .He  is  as  much  protected  in  the 
enjoyment  of  that  kind  of  property  as  one  whose  property  is  entirely 
in  land  or  chattels. As  he  participates  in  the  public  benefits, he  is 

bound  to  share  in  the  public  burdens  The  tax  is  levied  on  the 

land  irrespective  of  the  indebtedness  of  the  owner. So  a  tax  is  levied 
on  the  credits  with~out  reference  to  the  transaction  out  of  which 
the  indebtedness  arose."  A  credit  in  the  form  of  a  note, then, was  de- 
clared to  be  assessable  property. 

In  1859  the  supreme  court  handed  down  a  decision  against 
a  man  named  Worthington  who  had  prayed  to  be  relieved  of  a  tax  on 

a  mortgage  and  some  notes  which  he  held  to  secure  the  payment  for 

1 

the  piece  of  land  which  he  had  sold.  His  contention  was  that  to  tax 
both  the  land  and  the  notes  was  unjust  especially  since  it  was  neces- 
sary for  him  to  assume  the  responsibility  for  the  payment  of  the  tax- 
es on  the  land  in  order  that  his  lien  might  remain  valid. The  court 
acknowledged  that  the  tax  in  this  case  might  be  unjust  and  that  it 
might  work  hardship  to  the  lender. It  was  even  admitted  that  it  was 
double  taxation  from  one  standpoint.  "It  may  be  true, in  one  sense," 
the  court  declared,  "to  say  that  it  is  double  taxation  to  tax  a  horse 
which  is  sold  and  also  the  note  which  is  given  for  the  purchase  mon- 
ey:  and  so  it  is  to  tax  the  note  which  is  given  for  P  100  borrowed 
money  and  also  the  money  which  is  borrowed....  To  say  that  there 
shall  not  be  double  taxation  in  this  sense  of  the  term  is  at  once  to 
say  that  no  credits  of  any  sort  shall  be  taxed."  The  evils  which 
would  flow  from  such  exemption, the  court  thought , would  be  greater 
than  those  which  existed  under  the  present  conditions , for  persons 
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whose  fortunes  consisted  of  moneys  loaned  at  interest  would  escape 
the  burdens  of  taxation  entirely  and  their  fair  share  would  have  to 
be  paid  by  the  owners  of  tangible  property.lt  was  held  that  the 
plaintiff  had  not  shown  that  the  notes  were  not  property  under  the 
definition  contained  in  the  revenue  law  and  therefore  the  assessment 
was  sustained. 

Case  of  Griffin    v.  The  Board  of  Review. 

With  these  decisions  as  precedents  the  court  was  called 

1 

upon  to  decide  the  case  of  Griffin  versus  the  Board  of  Review.  The 
facts  involved  in  the  case  were  as  follows. A  contract  had  been  drawn 
up  in  1895  between  two  men, Griffin  and  Reihl  by  name, by  the  terms  of 
which  Griffin  agreed  to  give  Reihl  a  title  to  a  piece  of  land  for  a 
consideration  of  thirty  seven  thousand, four  hundred  dollars, four 
thousand  of  which  was  to  be  paid  down  in  cash  and  the  balance  to  be 
paid  in  fifteen  years .Griff in  retained  the  title  to  the  land  but  in- 
sisted that  Reihl  assume  the  responsibility  for  paying  the  taxes. No 
promissory  note  was  given  to  cover  the  amount  of  the  debt. In  April, 
lS99,the  part  of  the  debt  which  was  still  due , amounting  to  about 
thirty  two  thousand  dollars, was  assessed  to  Griffin  as  a  credit. Grif 
fin  protested  the  tax  and  the  case  came  up  to  the  supreme  court  for 
decision  in  february  1900. 

The  question  to  be  decided  was, then, as  to  whether  or  not 
this  claim  which  Griffin  had  upon  Reihl  for  the  unpaid  balance  on  a 
debt  for  land  which  had  not  yet  been  delivered  to  the  buyer, which 
claim  was  not  evidenced  to  by  any  tangible  instrument , such  as  a  note 
was  to  be  considered  as  property  for  the  purposes  of  taxation. 

1.184  111. Sup. 275. 
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Five  members  of  the  supreme  court  had  no  difficulty  in 

finding  that  this  claim  was  property  as  property  was  defined  under 

the  revenue  act, basing  their  decision  on  the  cases  on  the  point 

1 

which  had  been  decided  before.  "The  legal  effect  of  the  transaction 
between  the  parties  herej  says  the  court, "was  to  create  new  or  ad- 
ditional property , viz . ,a  legally  enforcible  demand  in  favor  of  the 
appellant  to  recover  from  said  Reihl  the  unpaid  balance  of  the  pur- 
chase money  of  the  lands." 

Two  members  of  the  court  felt  that  they  could  not  hold  this 
view. They  were  willing  to  admit  that  a  piece  of  paper  showing  that 
money  had  been  loaned  was  taxable  property  under  the  constitution 
and  the  law  of  the  state  but  they  could  not  convince  themselves  that 
an  agreement  to  buy  a  piece  of  land  sometime  in  the  future  was  a 
credit  and  taxable  as  such. This  seemed  to  them  to  be  a  tax  on  con- 
tracts. "The  question  then  is  presented,"  the  judge  writing  the 
dissenting  opinion  said,"  whether  the  owner  of  the  property  who  has 
made  a  mere  executory  agreement  to  convey  it  for  and  upon  the  pay- 
ment of  a  stipulated  price  at  the  time  fixed  upon, no  promissory  note 
or  obligation  other  than  such  agreement  having  been  given, can  be  as- 
sessed both  upon  the  property  and  upon  the  price  or  amount  agreed  to 
be  paid  for  it. I  am  of  the  opinion  that  in  such  cases  the  property 
to  be  assessed  is  the  land  or  other  property  agreed  to  be  sold  and 
transferred  and  not  the  agreement  for  such  future  sale  or  transfer. 
To  tax  both  is  to  levy  and  assess  double  taxes  on  what  is  in  reality 
the  same  thing...  There  is  a  vital  distinction  between  a  sale  and  a 
mere  executory  agreement  for  a  sale....  If  two  parties, by  sale, have 
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*out  of  one  kind  of  property  created  two  kinds, both  are  taxablerbut 

if  they  have  only  agreed  to  do  so  ,such  agreement  is  not  taxable  as  I 

I 

a  credit  or  as  property, in  the  sense  those  terras  are  used  in  our  rev4 
enue  laws .To  hold  otherwise  is  to  hold  that  the  framers  of  such  laws 
intended  to  tax  contracts  as  such, and  according  to  the  value  of  the 
property  involved, or  the  amount  of  damages  which  might  be  recovered 

for  a  breach  of  them, in  addition  to  the  property  itself   I  do  not 

deny  the  validity  of  the  act  for  the  taxation  of  credits, but  I  insist 
that  the  statutes  so  providing  and  defining  the  terms  'credits*  as 
*  every  claim  or  demand  for  money , labor, interest  or  other  valuable 
thing  due  or  to  become  due, not  including  money  on  deposit'  should  re- 
cieve  a  reasonable  construction  so  as  to  avoid  double  taxation..... 
As  a  credit  is  defined  to  be  a  demand  for  any 'valuable  thing'  why, 
under  the  opinion  of  the  court, would  not  Reihl's  right  by  the  con- 
tract to  have  Griffin  convey  the  land  to  him  upon  the  payment  of  the 
contract  price  be  a  demand  for  a  valuable  thing  -  for  land  -  and 

taxable  as  a  credit  in  his  hands?   By  such  a  construction  three 

kinds  of  property  would  be  created. First , the  real  and  only  property- 
the  land; and  the  other  two, ficticious  credits  -  one  a  demand  for 
money  and  the  other  a  demand  for  land." 

This  opinion  of  the  dissenting  judges  shows  very  well  the 
difficulties  involved  in  an  attempt  to  define  credits  as  Illinois 

has  done. Under  this  definition  it  was  first  held  that  the  evidence 

1 

of  money  loaned  was  a  credit  and  therefore  taxable.  The  next  step 
was  to  declare  that  notes  held  as  security  for  land  whose  title  had 
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not  yet  been  transferred  to  the  purchaser  were  credits  under  the  def- 
1 

inition.  Fii\_^lly,by  following  out  the  line  of  reasoning  adopted  in 

the  beginning, it  was  decided  that  a  mere  agreement  to  buy  land, not 

2 

evidenced  to  by  a  note, was  property  in  this  sense  of  the  word. 

It  is  readily  seen, then,  that  the  courts  have  given  the 
legislature  full  and  hearty  support  in  their  policy  of  declaring 
credits  property  and  therefore  logically  taxable  under  the  theory 
of  the  general  property  tax. 

Decisions  on  the  Law  for  the  Administration  of  the  Tax. 

An  examination  of  the  decisions  of  the  courts  interpreting 
the  laws  provided  for  the  administration  of  the  tax  reveals  the  fact 
that , although  some  points  as  to  this  side  of  the  question  have  been 
passed  upon, the  courts  have, as  a  rule, done  nothing  to  impair  the  ef- 
fectiveness of  the  law. 

An  exception  to  this , however , is  found  in  the  case  of  the 
law  for  assessing  credits  omitted  from  the  assessment  in  former  yearq 
The  law  of  1872  had  provided  that  if  any  property  should  escape  tax- 
ation and  should  subsequently  be  discovered, it  should  be  listed  and 

taxed  with  ten  per  cent  interest  from  the  time  when  it  ought  to  have 
3 

been  listed.  In  1885  the  supreme  court  decided  that  this  law  did  not 
grant  sufficient  power  to  enable  an  assessor  to  revise  the  amount  of 
credits  listed  by  one  of  his  predecessors.     It  was  held  that  there 
was  a  distinction  to  be  drawn  between  the  assessment  of  credits  and 
the  assessment  of  other  personal  property  in  that  the  legal  position 
of  the  assessor  was  not  the  same  in  dealing  with  both  classes  of  per- 
sonal property. If  the  property  being  assessed  was  tangible  personal 

property , such  as  horses, for  example, the  court  thought  it  was  allow- 

1.  People  V. Rhode?. 15  111.275."^" 

2.  Griff  in  v. Board  of  Review. 184  111.275.  ,     -,  -r,.  .o, 
S.Laws tl871-2 .p.64-5.   4.Allwood  v.Cowen  et  al.lll  111.481. 
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able  to  change  the  findings  of  the  former  assessor  by  adding  the 

assessor 

specific  articles  omitted. On  the  other  hand  in  listing  credits  theA 
assumed  a  judicial  position. It  became  his  duty  to  consider, on  the  one 
side, the  amount  a  man  owed  and, on  the  other  side, the  amount  he  had 
owing  him  and  to  strike  a  balance  between  them, which  balance  he  was 
to  enter  on  the  assessment  rolls  as  credits .Having  assumed  this  posi- 
tion of  a  Judge, it  was  held  that  his  acts  could  not  be  reviewed  by 
another  assessor  in  after  years. 

In  fact  this  judicial   activity  of  the  assessor  is  but  a 
simple  process  in  arithmetic .Each  person  must, according  to  the  law, 

list  both  his  credits  and  his  debts  if  he  wishes  to  have  any  deduc- 
1 

tion  allowed.  To  obtain  the  net  credits  the  assessor  has  to  but  sub- 
tract the  one  amount  from  the  other, the  law  stating  clearly  what 
shall  be  included  in  each  amount. 

It  has  been  held  in  later  decisions  that, in  case  the  party 
assessed  returned  no  credits  at  all  for  taxation  and  notes  belonging 
to  him  were  later  discovered, the  board  of  review  could  tax  them, for 
in  this  case  they  would  not  be  reviewing  the  judicial  action  of  a 

former  assessor  as  there  had  been  no  judicial  action  involved  in  the 

2 

case. 

In  no  other  case, except  this  one  in  regard  to  the  listing 
of  personal  property  omitted  in  former  years, does  the  court  seem  to 
have  interpreted  the  law  in  a  way  to  handicap  the  enforcement  or  to 
make  the  administration  ie«s  easy  or  thorough. 

-o- 

1. Morris  v. Jones. 150  Ill,542. 

Seigfried  v.Rayjftond. 190 ' 111 .424. 

Barkley  v, Dale. 31. 

Pierce  v. Oarlock. 224  111.608. 
2.Sellars  v .Barrett . 184. Ill .446 . 

People  v.Sellars.l79.I11.170. 
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The  Taxation  of  Building  and  Loan  Stock* 

Not  only  have  the  courts  refrained  from  construing  the  law 
so  as  to  make  it  in  any  way  less  effective, but  they  have, on  the  other i 
hand, in  one  case  at  least , prevented  the  legislature  from  doing  so. The 

I 
I 

case  in  as  follows. 

In  1887  the  legislature  amended  the  law  governing  the  es- 
tablishment of  building  and  loan  associations  by  adding  a  provision 
which  declared  that, since  all  moneys  paid  to  such  corporations  were 
at  once  loaned  out  and  placed  into  taxable  property  and  since, in  con- 
sequence, the  shares  of  stock  and  notes  were  simply  evidence  as  to 

where  such  money  had  been  placed, therefore , the  stock  and  notes  should 

1 

not  be  subject  to  taxation.  This  law  stood, except  for  an  amendment 

in  1891  which  did  not  affect  the  matter  of  the  taxation  of*  

 -stock  and  notes, until  1894  when  it  was  passed  on  by  the  su- 
preme court  and  declared  \inconstitutional  on  the  grounds  that  the 

2 

legislature  had  no  right  to  exempt  such  property  from  taxation.  The 

legislature, accordingly , during  the  following  year, 1895, changed  the 

3 

law  again  and  made  the  stock  taxable.  In  determining  the  value  of 

the  stock, however, it  was  arranged  that  the  value  of  the  real  estate 

owned  by  the  association  should  be  assessed  to  the  association  as 
4 

Buch.  In  1901  another  attempt  was  made  to  relieve  at  least  a  part  of 
the  stock  of  these  associations  from  the  burdens  of  taxation. At  this 

-o- 

1.  LawB  of  Illinoi8:1887.p.l31. 

2.  For  the  amendment  see  Laws : 1891 .p. 89. For  the  decision  see  153.111. 

609. 

3 .  Laws : 1895 . p. 300-301 . 

4.  An  opinion  of  the  attorney  general  on  this  law  soon  after  it  was 

passed  reads  as  follows:-  "Any  stock  holder  who  borrows 
money  from  an  association, gives  a  mortgage  on  real  estate 
to  secure  the  same  and  also  assigns  his  shares  of  stock 
to  the  association, is  not  intitled  to  any  deduction  by  rea- 
son of  the  premises, but  should  list  his  stock  in  accord- 
ance v;ith  this  opinion  regardless  of  the  loan." 

"Opinions  of  the  Att*y  GenU  .  1897 .p.280.  June  10.1895.  I 
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time  the  act  of  1895  was  amended  so  as  to  hold  that  no  stock  which 
was  "loaned  upon  by  and  pledged  as  security  to  the  association  is- 
suing it, to  an  amount  equal  to  the  par  value  of  such  stock"  should 

1 

be  subject  to  assessment.  Less  than  a  year  after  this  law  was  passed 

it  was  declared  unconstitutional  and  the  law  of  1895  in  regard  to 

2 

Buch  property  was  held  to  be  Just  and  in  force.  It  was  further  held 
that  where  real  estate  was  taxed  to  the  association  and  the  shares 
of  stock  to  the  individuals, the  notes  and  mortgages  held  by  the  as- 
sociation to  secure  loans  were  not  taxable.lt  is  seen  then  that  the 
courts  by  the  decision  in  1894  prevented  the  legislature  from  ex- 
empting credits  from  taxation  even  though  it  was  clear  that  it  v^as 
the  judgment  of  the  legislature  that  failure  to  exempt  such  property 
would  cause  injustice. 

Deduction  of  Indebtedness. 

It  may  be  well  to  consider  at  this  place  another  point  of 
interpretation  which  has  an  important  influence  upon  the  amount  of 
credits  reached  for  taxation; that  is^the  matter  of  the  deduction  of 
debts .Although  this  point  never  seems  to  have  been  brought  squarely 
before  the  court  in  such  a  way  as  to  demand  a  clear  and  sharp  inter- 
pretation, it  has  been  discussed  to  some  extent  in  passing  on  other 
questions  similar  to  it  in  nature. The  attorney  general , however, has 
been  appealed  to  at  various  times  for  an  opinion  on  the  law  but  the 
interpretation  of  the  point  still  seems  to  be  in  some  confusion. 

As  has  been  noted  before  (See  p. 16.)  the  revenue  law  pro- 
vides that  the  property-owner , in  making  up  his  credits  for  taxation, 

-o- 

l.Laws:1901 .p.265. 
2.194  111. 609. Feb. 1902. 
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o 

may  deduct  from  the  gross  amimt  of  his  croditB,the  amount  of  all  bo- 

!  ^  1 

.   na-fide  debts  owing  by  him  for  consideration  received.  These  debts 
must  be  founded  upon  actual  adequate  consideration, no  acknowledgement 
being  permitted  for  the  mere  purpose  of  deduction, and  only  such  lia- 
bility can  be  deducted  as  must  legally  and  equitably  be  paid  if  the 
I    principal  becomes  insolvent .The  act  does  not  apply  to  banks  as  they 
are  taxed  under  a  different  form.J^or  is  deduction  allowed  from  any 
property  except  credits. 

The  next  paragraph  of  the  law  defines  the  credits  which 
I    are  not  subject  to  deduction  and  specifies  some  additional  property 
j    which  may  not  be  deducted. The  law  reads:-  "No  person,company , or  cor- 
I    poration  shall  be  entitled  to  any  deduction  from  the  amount  of  any 
I    bonds, stocks, or  money  loaned, or  on  account  of  any  bond, note  or  ob- 
j    ligation  or  any  kind, given  to  any  insurance  company  on  account  of 
premiums, or  policies, nor  on  account  of  any  unpaid  subscription  to 
any  religious, literary, scientific  or  charitable  institution  or  so- 
ciety, nor  on  account  of  any  installment  payable  on  the  capital  stock 
of  any  company , whether  incorporated  or  unincorporated."  The  real 
question  is  the  interpretation  of  this  section. Just  what  credits  are 
subject  to  deduction  and  what  credits  may  be  deducted? 

When  an  answer  to  this  question  is  sought  among  the  de- 
cisions of  the  courts, the  seeker  is  disappointed. The  matter  seems  to 

be  touched  upon  for  the  first  time  in  1894  in  the  case  of  Morris  et 
2 

al  V.Jones.  The  question  of  the  deduction  of  tangible  property  was 
.  under  discussion  and  the  court  said :- "Money, like  horses, cattle, or 
other  chattel  property, is  taxable  under  our  statutes  without  refer- 
ence to  the  indebtedness  of  the  owner. As  to  credits, viz. , money  due, 

bona-fide  debts  owing  may  be  ^jiucted."  The  terms  debts  and  credits 
l.Law8:1871-2.p.9,  2.150  111.545. 
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are  used  loosely  in  this  case, no  care  being  taken  to  define  them  ex- 
actly as  they  are  used  in  the  section  of  the  revenue  law  on  the  de- 
duction of  debts. 

The  matter  is  again  mentioned  in  a  decision  handed  down 

1 

by  the  supreme  court  during  the  same  year.  The  power  of  the  legisla- 
ture to  exempt  property  from  taxation  was  the  point  under  discussion 
and  it  had  been  urged  by  one  of  the  parties  to  the  suit  that  in  al- 
lowing the  deduction  of  debts  from  credits  the  legislature  had  exer- 
cised this  power. The  court  held  that  this  was  not  true ."In  making 
up  the  amount  of  credits,"  the  decision  reads, "which  any  person  is 
allowed  to  list  for  himself , or  for  any  other  person, company  or  cor- 
poration,he  is  entitled  to  deduct  from  the  gross  amount  of  credits, 
the  amount  of  all  bona-fide  debts  owing  by  such  person, company  or 
corporation, to  any  other  person, company  or  corporation, for  a  consid- 
eration received.lt  may  be  conceded    that  credits  are  property, but 
if  a  tax- payer  holds  a  promissory  note  of  t  1>000  against  A  and  at 
the  same  time  is  indebted  to  B  in  the  sum  of  f;  1,000, he  has  no  cred- 
its. If  A  borrows  of  B  $  1#000  and  loans  the  same  money  to  C,can  it 
be  said  that  A  has  property  to  the  value  of  ^  1,000?" 

Now  it  is  probable  that  this  judge  did  not  read  the  entire 
section  of  the  law  on  the  deduction  of  debts  from  credits •If  he  did 
read  it  he  interpreted  it  in  a  radically  different  way  than  the  at- 
torney general  does  when  he  is  asked  for  information  on  the  point. 
Indeed  the  attorney  general  has  uniformly  held  that, if  A  borrows  of 
B  I  1,000  and  loans  the  same  money  to  C,it  can  be  said  that  A  has 
property  to  the  value  of  |  1,000, and  the  instructions  given  to  the 

1.163  111.609. 
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assessors  by  this  officer  have  been  to  assess  such  property  as  a 

1 

credit  not  liable  to  deduction  for  indebtedness.  However  unjust  it 

may  seem, the  law  clearly  states  that  persons  shall  not  be  allowed  to 

2 

deduct  from  money  loaned.  The  attorney  general  draws  his  distinction 

here. Money  due  in  payment  for  goods  sold  is  a  credit  subject  to  de- 
3 

duction.  Money  due  in  payment  for  a  loan  is  a  credit  not  subject  to 

-o« 

1.  The  writer  has  found  one  possible  exception  to  this  statement. On 

page  302, Report  of  the  Attorney  General, 1897-8, Attorney 
General  Akin  says, in  an  opinion  dated  May  20,1898:- 

"I  am  of  the  opinion  that  money  loaned  on  a  mortgage 
and  note, or  note  alone, or  otherwise, is  to  be  listed  and 
assessed  as  other  personal  property  and  that  a  party  owing 
such  mortgage  and  note  is  entitled  to  deduct, therefrom, his 
indebtedness . " 

Seven  days  later, May  27, on  page  308  of  the  report, he 
i  says:- 

"I  am  of  the  opinion  that  money  loaned  on  a  mortgage 
and  note, or  note  alone, or  otherwise, is  to  be  listed  and 
assessed  as  other  personal  property  and  that  a  party  own- 
ing such  mortgage  and  note  is  not  entitled  to  deduct  there- 
from,his  indebtedness." 

In  these  quotations  it  is  evident  that  he  exactly  con- 
tradicts himself .In  the  first  opinion  he  says  that  the 
notes  are  entitled  to  deduction  and  in  the  second  that  they 
are  not  entitled  to  deduction.lt  is  hardly  probable  that 

these  two  diametrically  opposed^  i>pinions  should 

have  been  given  out  by  the  attorney  general  within  the 
same  week. It  is  more  probable  that  a  "not"  belongs  before 
"entitled"  in  the  first  note. That  mistakes  in  proof-reading 
are  frequent  in  the  reports  of  the  attorney  general  is  evi- 
denced to  by  the  fact  that  the  word  "owing"  in  the  first 
extract  is  obviously  meant  to  be  "owning." 

Opinions  on  this  question  of  deduction  of  debts  may 
be  found  in  the  opinions  of  the  attorney  general  in  the 
following  places : - 

Report: 1897-8. pp. 300,302,308, 

Ibid: 1899-1900. p. 256. 

Ibid: 1901-1902. p. 265. 

Ibid: 1903-1904. pp. 403, 447, 457. 

2.  Law8:1871-2.p.9. 

3.  Report  of  the  Attorney  General :1897-8. p. 300. 

In  this  case  he  tells  a  farmer:-"If  you  had  sold  your 
corn, say  for  ^  1,000, and  held  the  purchaser's  note  for 
that  amount, you  would  be  entitled  to  deduct  therefrom, the 
amount  of  your  indebtedness." 
Report  of  the  Attorney  General:1899-1900.p.256. 

In  the  case  of  a  man  who  had  sold  a  piece  of  land  and 
had  taken  a  mortgage  for  part  of  the  purchase  price, he 
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1 

deduction.  Just  why  the  law  should  make  such  a  distinction  is  a  nat- 

2 

Ural  question  which  presents  itself .No  such  distinction  can  be  jus- 
tified from  the  stand-point  of  the  theory  of  the  tax. If  all  property 
iB  to  be  taxed, if  all  credits  are  property, if  a  credit  is  any  demand 
for  a  valuable  thing, how  can  a  distinction  be  drawn  between  a  credit 
for  money  on  goods  sold  and  a  credit  for  money  on  money  loaned?  The 
distinction  must  find  whatever  justification  it  may  have  on  the 
grounds  of  expediency .If  deduction  were  allowed  for  money  loaned, no 
one  would  find  difficulty  in  seeing  to  it  that  all  their  credits 
were  loaned  on  the  day  of  the  assessor's  visit. But  here  again  in  the 
willingness  of  the  legislature  to  pass  an  unjust  law  is  found  a  tacit 
admission  of  inability  to  enforce  a  just  one. 

Summary > 

It  may  be  said, then, that  the  courts, in  interpreting  the 
laws  laying  a  tax  on  mortgages  and  credits, have  not  hindered, in  any 
important  particular, the  proper  working  out  of  the  system. If  the  tax 
has  not  been  a  success  it  is  not  because  of  lack  of  loyal  support 
from  the  courts. They  have  sustained  the  general  theory  of  the  tax 
as  it  applies  to  credits  by  declaring  them  to  be  property  even  to 

-o- 

held  that, "in  such  case  the  mortgage  or  the  indebtedness 
should  be  listed  as  credits  from  which  his  bona-fide  debts 
may  be  deducted." 

1.  Report  and  Opinions  of  the  Attorney  General .1902-1904. p. 447. 

"A  note  held  for  money  loaned  is  subject  to  assess- 
ment and  taxation  and  no  debts  can  be  deducted." 

2.  The  writer  has  been  told  by  the  tax  officials  in  Champaign  County 

that  in  actual  practice  this  distinction  is  not  made. Notes 
for  part  payment  of  land, for  example, are  not  held  liable  tc 
this  deduction.This  is  in  spite  of  the  fact  that  the  audit- 
or's form  fer  the  listing  of  credits  for  deduction  distin- 
guishes between  mere  notes  and  notes  for  money  loaned. 
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the  extent  of  including  under  that  catagory  unsecured  promises  to 
pay  for  goods  not  yet  delivered. In  interpreting  the  laws  for  the  ad- 
ministration  of  the  tax  they  have, with  one  possible  exception, the 
case  of  listing  ommitted  property , done  everything  possible  for  them 
to  do  toward  making  the  law  effective. 

-o- 


CHAPTER  IV. 

THE  EFFECTIVENESS  OF  THE  LAW  LAYING  A  TAX  ON  MORTGAGES  AND  CREDITS. 


The  task  of  determining  how  full  and  juet  the  aBsesement 
of  mortgages  and  credits  in  Illinois  has  been, is  one  which  is  attend- 
ed with  considerable  dif f iculty . In  the  firet  place, the  claBsifica- 
tion  of  the  returns  of  the  asseseore  is  not  a  good  one  for  the  pur- 
pose in  hand  and  in  the  second  place, because  of  the  very  nature  of 
credits, it  is  almost  impossible  to  secure  an  exact  estimate  of  the 
amount  and  value  of  such  property  liable  to  assessment , to  compare 
with  the  actual  amount  assessed. 


Clasaif ication  of  the  Assessment « 

Credits, or, in  the  language  of  the  statutes, all  claims  or 

demands  "for  money, labor, interest , or  other  valuable  thing  due  or  to 
1 

become  due",  are  listed  on  the  assessment  rolls  under  three  heads; 

f  irst , credits  of  bank, banker, broker, ctock-;3obber, etc . , second, credits 

of  other  than  bank, banker, broker, stock- jobber, etc. , and  third, moneys 

2 

of  other  than  bank,banker,broker, stock-jobber, etc .     The  terra, "Bank, 

banker, broker, etc."  is  defined  as  "whoever  has  money  employed  in  the 

business  of  dealing  in  or  buying  or  selling  any  kind  of  bills  of  ex- 

change,checks ,draft8 , bank-notes , promissory  notes, bonds , or  other 

writing  obligatory , or  stocks  of  any  kind  or  description  whatsoever, 

3 

or  receiving  money  on  deposit." 

-o- 

1.  Laws: 1871-2. p. 69. 

2.  The  definition  of  credits  in  the  revenue  law  excludes , expressly , 

money  on  deposit .Since, however, the  item  "Moneys  of  Other 
than  Bank, etc."  consists  very  largely  of  the  money  of  in- 
dividuals on  deposit  and, therefore, of  bank  credit, it  was 
thought  to  be  fairly  entitled  to  a  place  in  the  classifi- 
cation.Bonds,  which  it  seems  should  be  logically  considered 
credits, are  not  regarded  as  such  by  the  law  but  are  classed 
in  with  stocks  and  listed  as  a  separate  item. 
3. Section  292. 
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No  one  of  the  three  items  is  a  good  one  for  the  purpose  in 
!    view. The  first  item, as  will  be  shown  presently, is  merely  the  result 

I 

1    obtained  by  deducting  the  debts  from  the  credits  of  the  bankers, nei-  | 
ther  of  the  original  terms  being  given. The  second  item, credits  of 
other  than  bank, etc neither  makes  a  distinction  betv/een  the  dif- 

I    ferent  kinds  of  credits, as  between  mortgages, not es , and  book  accounts, 
nor  specifies  what  part  of  the  item  was  subject  to  deduction  for 
debts. The  third  item, moneys  of  other  than  bank, etc. , represents  not 
only  bank  credit  but  also  whatever  cash  the  tax-payers  may  have  on 
hand. 

Each  of  the  three  items  of  credits  will  be  examined  in 
turn  noting  particularly  what , according  to  the  law, should  be  included 
under  each, what  amounts  have  been  returned  to  the  auditor  of  public 
accounts  as  aescssed  under  each, and  any  comparisons  it  may  be  possi- 
ble to  make  in  order  to  show  how  full  and  just  the  assessm.ent  has 
been. 

Credits  of  Bank, Banker, Broker, Stock~J obber . 

All  banks , bankers , broke rs , and  stock-jobbers  in  the  state, 

except  national  banks, were  required  by  the  law  of  1872  to  list  their 

1 

credits  under  a  separate  head.  In  1903  banks  incorporated  under  the 

o 

banking  laws  of  Illinois  were  released  from  this  requirement.  Under 
the  law  of  1872  each  bank  was  required  to  make  out  and  furnish  to 
the  aasessor  a  sworn  statement  showing 

1.  The  amount  of  money  on  hand  and  in  transit. 

2.  The  amount  of  funds  in  the  hands  of  other  banks , brokers , and 

others , subject  to  draft. 

l.LawB:1871-2.p.lO. 
2.Ibid:1901.p.266. 
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3.  The  amount  of  chec'kiSyor  other  cash  it  ems,  the  amount  thereof  not 
being  included  in  either  of  the  preceeding  items. 

4.  The  amount  of  bills  receivable, discounted  or  purchased, and  other 
credits  due  or  to  become  due, including  accounts  receivable, and  inter- 
est accrued  but  not  due  and  interest  due  and  unpaid. 

5»The  amount  of  bonds  and  stocks  of  every  kind, and  the  shares  of 
capital  stock  of  joint  stock  and  other  companies  or  corporations, 
held  as  an  investment, or  in  any  way  representing  assets. 

6.  All  other  property  appertaining  to  said  business, other  than  real 
estate, (which  real  estate  shall  be  listed  and  assessed  as  other  real 
estate  is  listed  and  assesBed  under  this  act). 

7.  The  amount  of  all  deposits  made  with  them  by  other  parties. 

8 .  The  amount  of  all  accounts  payable  other  than  current  deposit 
accounts. 

9 .  The  amount  of  bonds  and  other  securities  exempt  by  law  from  tax- 
ation, specif  ying  the  amount  and  kind  of  each, the  same  being  included 
in  the  preceeding  fifth  item. 

The  first  three  items  were  to  be  listed  as  moneys. The 

sixth  item  was  to  be  listed  as  other  personal  property. The  difference 

between  the  ninth  and  fifth  items  was  to  be  listed  as  stocks  and 

bonds. The  result  obtained  by  deducting  the  seventh  and  eighth  items 

from  the  fourth  item, if  any, was  to  be  listed  as  credits. In  1905 

the  law  was  amended  so  as  to  class  the  second  and  third  items  as 

1 

credits  rather  than  as  moneys. 

In  other  words  the  law  for  the  taxation  of  this  class  of 
banks  provides, in  the  first  place, for  the  taxation  of  the  moneys, the 

-o- 

1. Laws: 1903. p. 294 
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stocks  and  bonds, and  the  tangible  property  and  allows  no  deduction 
from  these  classes  of  property. In  the  next  place  credits  are  taxed 
but  are  subject  to  deduction  for  all  accounts  payable. On  page  forty 
two  is  shown  the  Auditor's  form  for  the  listing  of  the  property  of 
bank, banker, broker, stock- jobber, etc . 

In  order  to  make  the  method  of  taxing  the  banks  more  clear 
and  to  afford  an  opportunity  of  showing  the  actual  items  considered 
in  ascertaining  the  amount  to  be  listed  as  taxable  credits, a  report 
of  a  single  state  bank  is  given.  Table  I  shows  the  report  of  the 
Illinois  Trust  and  Savings  Bank  of  Chicago  for  May  14,1901  as  given 
in  the  report  of  the  auditor  on  the  condition  of  the  state  banks  on 
that  date.The  resources  will  be  first  examined. The  first  item, loans 
and  discounts, is  the  amount  described  as  credits  by  the  law  of  1872. 
The  law  of  1903  included  also  under  this  head  the  fifth, sixth, seventh 
and  eighth  items  of  the  resource  column ;but  these  were  classed  as 
moneys  under  the  old  law  and  were  not  subject  to  deduction  for  debts. 
The  United  States  bonds  are  exen^t  from  taxation. Other  bonds  and 
stocks  not  especially  exempted  are  listed  as  "Stocks  and  Bonds"  on 
the  assessment  rolls. The  real  estate  is  taxed  in  the  regular  way. 
The  last  four  items  are  taxed  as  moneys. All  the  liability  column  ex- 
cept the  first  three  items  are  available  for  counter^^alancing  the 
credits . 

Table  II. shows  the  amount  of  the  credits  and  the  lawful 
deductions  for  this  bank  as  taken  from  the  report  given  in  Table  I. 
In  this  case  the  deductions  are  about  tv;ice  the  amount  needed  to  can- 
cel the  credits. 

Table  III. gives  the  value  of  the  credits  of  bank, banker, 
etc., as  returned  to  the  state  auditor  each  year  from  1872  until  1909, 


\ 
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AUDITOR'S  FORM  FOR  THE  LISTING  OF  THE  PROPERTY  OF  BANK, BANKER, BROKER 

STOCK-JOBBER. 
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AUDITOR'S  FORM  So  1. 


Statement  by  Bank,  B«aker,  Broker,  or  Stock  Jobber,  Uoder  Sec.  iO.  Rev  Lav. — Illinois  Printing  Co..  Dan\-iUc  : 

See  Extracts  from  Law  on  the  Other  Side  of  this  Sheet. 

STATEMENT  BY 

Act  of  the  LeKislature  of  the  State  of  Illinois,  entitled 
and  Collection  of  Taxes,"  approved  March  30th.  1872 

Amount 


County.  Illinois,  as  required  by  See.  30  of  an 
"An  .Act  for  the  Assessment  of  Property  and  for  the  Le\-y 


SECO.NL)  -  l-'uii'l  .  in  llic  liaiiiJ-^  ol  nthcr  banks,  bahkerj.  tjr.jkurs  and  others,  subject  to  draft. 


THIRD  -The  amount  of  checks,  or  other  cash  items,  the  amount  thereof  not  being  included 
in  either  of  the  preceding  items  

KOURTM -The  amount  of  BILLS  RECEIVABLE,  discounted  or  purchased,  and  OTHER 
CREDITS  due  or  to  become  due.  including  .Accounts  Receiv  able  and  interest  accrued 
but  not  ilue.  and  interest  due  and  unpaid  

I'  1 1'  I'II  The  amount  of  BONDS  AND  STOCKS  of  ever>-  kind,  and  Shares  of  Capital  Stock  of 
Joint  Stt)ck  or  other  Companies  or  Corporations  held  as  an  investment,  or  in  any  way 
representing  assets  

.SI,\ Til  All  oilier  property  a|>i)erlaining  to  said  business  other  than  real  estate  (which  real  es- 
tate is  Iri  lie  listc.l  .-iiid  .■iss(-;';c'd  .-i-;  olluT  similar  proprrlv  i-;  listed  ;uid  risscsscd)  *  . 


SEVENTH     The  .iiuouiit  ol  .,11  di  posils  made  Willi  lliLiii  by  oilier  parlies, 


EIGHTH— Tlv 


.\  l.\  I  II     Tlu    .  . 

the  amount  and  kind  of  each 


I. 

ilo  solemnly  swear  that  the  above  statement  is 

true  aceonliny  to  llie  liest  of  my  knowledge  and  belief. 


1  current  deposit  a      i  i  • 

,   - 1  •  j  :  InHTiw  fn.ni  ['.,\.,- 

,  the  same  being  included  in  the  preceding  htil 


Subscribed  and  sworn  to  Viefore  me,  this 
dav  of  190 


Assessor's  Analysis  Preparatory  to  Listing-for  Taxation. 


Kirst  Item  (to  be  listed  as  money) 

Second  Item.  S 

(No,  24  of  Schedule), . .  "r.  X^ 

Third  Item,  $ 
Fourth  Item.  .$ 

Total,   S 

Seventh  Item  $ 

Eighth, Item,  $ 

Aggregate  amount  of  the  seventh  and 
eighth  (to  be  deducted  from  the 
second,  third  and  fourth)  S 

Amount  remaining  (to  be  listed  as  cred- 
its) (No.  25  of  Schedule)  $ 

ImIUi  llem.  $ 

.Ninth  Item  (to  be  deducted  from 

lifth  item)  $ 

Remainder  to  be  listed  as  bonds 

and  slocks  $ 

Mo.\Kvs,  S                                ;  Crkdits.  S 

;  BoNDS^ANo  Stocks,  S   

*NOTE  TO  ASSESSORS.— Item  Six  includes  safeft.  oflicc  furniture,  and  all  other  pcr^nal  property  not  herein  enumermted.  and  should  be  distributed,  to  the 
amount  sutcd,  to  items  31.  H.  it.  etc..  of  the  r^uUr  Schedule. 
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TABLE  I. 
STATEMENT  OF  THE  CONDITION  OF 

THE  ILLIMOIS  TRUST  AND  SAVINGS  BANK. CHICAGO. 
John  J .Mitchell .President .  James  S.Gibbs. Cashier. 

May  14,1901. 


Liabilities 


Resources 


Amount 

36 

059 

402.51 

48 

378.01 

15 

415 

954.13 

369 

886.79 

8 

563 

149.72 

1 

877 

791.18 

780 

345.77 

2 

489 

586.56 

Amount 


3 

000 

000.00 

4 

000 

000.00 

407 

046.85 

56 

877 

109.29 

2 

889 

492 . 04 

26 

631 

365.50 

39 

585.74 

155 

055.20 

552 

311.79 

1 

507 

340.70 

Loans  &  Discdjnts. 

U.S. Bonds  inc. Pre. 

Other  Bonds  & 

Stocks  inc.Prem. 

Other  Real  Estate. 

Due  Fr.Nat*l  Banks 

Due  Fr. State  Banks 

Exch.for  CI. House. 

Checks  &  Cash  Item 

Gold. 

Coin. 3  245  500. OC 
Cert. 5  360  500. OC 

Silver. Coin  

Currency 

Nat'l  Banks 
Leg.Ten.&Treas . 
Notes  

Fac .Currency 

Nickels  &  Cents. 


Total  Resources... 


8 


606 
6 


000.00 
658.00 


821  304.00 
20  970.44 


76  059  307.11 


Capital  Stock. 
Surplus  Fund . 


Undiv. Prof .less  Ex- 
pense &  Taxes  Paid. 
Time  Dep. -Savings  ... . 
Time  Dep. -Certificate 
Dem. Dep. -Individual 
Dem. Dep. -Certificates 
Dem.Dep.-Cer .Checks . 
Dem.Dep. -Cashier ' s  Ck 
Due  to  Kat  *  1  Banks . . . 
Due  to  State  Banks... 


Total  Liabilities . . . 


76  059  307.11 
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TABLE  II. 

STATEMENT  SHOWING  TOTAL  AND  NET  TAXABLE  ASSETS 
Compiled  from  the  Report  of  May  14,1901. 

THE  ILLINOIS  TRUST  AND  SAVINGS  BANK .-Chicago . 


Loans  and  Discounts  

Overdrafts  

Total  Taxable  Credits  

Subject  to  the  Following  Deductions 

Time  Deposits-Savings......  

Time  Deposits-Certificates  

Demand  Deposits-Individual  

Demand  Deposits-Certificates  

Demand  Deposits-Certified  Checks. 

Demand  Deposits-Cashier's  Checks. 

Due  to  National  Banks. 

Due  to  State  Banks. and  Bankers... 


36  877  109.29 
2  889  492.04 
26  631  565.50 
39  585.74 
155  055.20 
552  311.79 

1  507  340.70 


36  059  402.51 


36  059  402.51 


68  652  260.26 


Net  Taxable  Credits 
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TABLE  III. 

ANNUAL  ASSESSED  VALUE  OF  CREDITS  OF  BANK, BANKER, BROKER, STOCK-JOBBER. 

1872-1909. 

As  Returned  to  the  Auditor  of  Public  Accounts. 

Entire  State  Cook  County 


1873 

1 

626 

745 

126 

052 

1874 

1 

827 

984 

387 

992 

1875 

] 

953 

223 

349 

573 

1876 

] 

322 

028 

40 

625 

1877 

1 

288 

980 

10 

885 

1878 

1 

263 

745 

7 

551 

1379 

] 

Oil 

774 

21 

575 

1880 

1 

414 

971 

55 

542 

1881 

1 

279 

071 

149 

800 

1882 

1 

394 

175 

77 

160 

1883 

1 

483 

842 

141 

790 

1884 

1 

443 

188 

98 

615 

1885 

1 

337 

114 

105 

610 

1886 

1 

066 

407 

91 

595 

1887 

963 

196 

80 

980 

1888 

1 

056 

900 

67 

800 

1889 

1 

057 

055 

68 

000 

1890 

1 

050 

489 

30 

308 

1891 

1 

211 

425 

14 

149 

1892 

1 

475 

074 

8 

200 

1893 

1 

647 

660 

22 

375 

1894 

1 

563 

583 

10 

000 

1895 

1 

724 

611 

12 

225 

1896 

1 

689 

190 

16 

400 

1897 

1 

417 

292 

129 

800 

1898 

1 

595 

818 

12 

180 

1R99 

3 

474 

843 

1  919 

453 

1900 

1 

919 

722 

236 

566 

1901 

2 

412 

505 

182 

120 

1902 

2 

800 

441 

346 

552 

1903 

2 

968 

099 

248 

973 

1904 

3 

055 

201 

348 

824 

1905 

3 

539 

058 

233 

013 

1906 

2 

173 

385 

286 

069 

1907 

3 

872 

426 

247 

924 

1908 

3 

902 

282 

229 

073 
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from  the  entire  state  and  from  Cook  County. The  period  of  from  1872 
to  1902  will  be  considered  first  because  of  the  fact  that  the  law  : 
exempting  state  banks  went  into  effect  in  1902. The  assessed  value  fif 

1 

the  credits  in  1873  was  t  1  626  745  and  in  1901  was  ^-  2  412  505, The  ! 
lowest  return  was  in  1887  when  but  t.  963  196  was  assessed  and  the 
highest  was  in  1899  when  f  3  474  848  was  assessed .The  increased  re- 
turn in  1899  was  probably  occasioned  by  the  shake-up  attendent  upon 
the  introduction  of  the  revenue  law  of  1898  with  its  assessed  valua- 
tion of  one  fifth  the  fair  cash  value. The  increase    was  not  permanent, 
however, for  the  assessment  in  the  following  year, 1900, was  but  ^  1 
919  722, nearly  one  hundred  per  cent  less  than  the  amount  assessed  in 
1898. The  law  of  1903, classing  articles  two  and  three  as  credits 
seems  to  have  had  the  effect  of  increasing  the  assessment  in  each 
year  except  1906. 

The  table  reveals  no  falling  off  in  the  assessment  because 
? 

of  the  exem^ion,in  1901, of  banks  incorporated  under  the  state  law. In 
1901  the  amount  returned  was  |!  2  412  505; in  1902, the  year  the  law 
went  into  effect, the  amount  was  ^  2  600  441; in  1903  it  was  ^.  2  968 
099. This  would  seem  to  show  that  the  credits  of  the  state  banks, even 
while  assessed  under  this  form, played  no  im.portant  part  in  making  up 
the  total  return. An  investigation  of  tbe  quarterly  reports  of  the 
state  banks  from  1889, the  year  the  law  requiring  them  to  report  to 
the  auditor  went  into  effect, until  1902, when  these  banks  were  re- 
leased from  taxation  under  this  form, shows  that  the  state  banks, as 
a  whole, had  no  credits  assessable  under  this  act. Table  IV. gives  the 
total  credits  and  the  total  amounts  available  for  counterbalancing 
them  for  all  the  state  banks  during  the  period  under  discussion.lt 
may  be  seen  that  the  deductions  counter-balance  the  credits  for  every 
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year  in  the  period* 

TABLE  IV. 

ANNUAL  TOTAL  TAXABLE  CREDITS  AND  LAWFUL  DEDUCTIONS  OF  THE  STATE  BANKS 

1889-1901. 

As  Reported  to  the  Auditor  of  Public  Accounts. 


Date 

Total 

Taxable 

Credits  Deductions 

1889 

2/15 

22 

293 

128 

63 

25 

078 

406 

80 

1890 

10/8 

48 

280 

816 

01 

53 

455 

929 

85 

1891 

11/14 

61 

403 

596 

22 

S8 

217 

485 

87 

1892 

7/28 

72 

325 

657 

51 

85 

420 

173 

20 

1893 

4/10 

82 

817 

124 

51 

91 

851 

448 

91 

1894 

5/17 

64 

428 

205 

12 

90 

907 

076 

61 

1895 

3/20 

80 

484 

191 

95 

94 

018 

583 

96 

1896 

6/3 
5/11 

87 

975 

394 

35 

103 

669 

742 

03 

1897 

76 

782 

661 

15 

108 

564 

488 

19 

1898 

4/6 

92 

Oil 

513 

31 

129 

462 

790 

50 

1899 

7/1 

106 

034 

727 

96 

170 

199 

744 

89 

1900 

4/27 

119 

527 

993 

22 

176 

648 

567 

55 

1901 

5/14 

139 

Oil 

322 

59 

218 

805 

960 

37 

But  this  table  is  mis leading. The  statistics  are  taken  from 
the  summaries  of  the  reports  for  each  year  whose  dates  most  nearly 
coincide  with  the  dates  of  the  assessments  for  which  the  data  was  ob- 
tainable .Since  ,  then  they  are  taken  from  the  summaries, it  must  not  be 
understood  that  no  individual  state  bank  had  a  balance  of  credits 
over  accounts  payable. The  table  shows  merely  that  the  state  banks  as 

a  whole  had  no  such  balance. The  state  banks , however, are  not  assessed 

1 

as  a  whole  but  as  individuals.  Table  V. gives  a  statement  of  the  tax- 
able credits  BUbject  to  deduction, the  lawful  deductions, the  balance 
of  deductions  over  credits, and  the  net  taxable  credits  of  each  in- 
dividual state  bank  in  Cook  County  reporting  to  the  auditor  on  April 
27,1900«Thi8  table  shows  that , although  for  the  banks , considered  ool- 

l.In  a  "Report  on  Taxation"  published  as  part  of  the  annual  report 

of  the  bureau  of  labor  statistics  of  Illinois  for  1894, the  fol- 
lowing table  was  included, compiled  from  the  statement  of  the 
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lectively ,the  total  lawful  deductions  amount  to  nearly  twice  as  much 
as  the  total  taxable  credits  subject  to  deduction, yet , for  the  banks 
considered  individually , to  deductions  do  not  equal  the  credits  in 

-o- 

auditor  showing  the  condition  of  the  Chicago  state  banks  on 
June  5,1893. 

AS  TO  TAXABLE  CREDITS. 
Resources  of  27  Chicago  State  Banks  as  Shown  by  the  Auditor's 

Report. 

Loans  and  Discounts   59  995  715  29 

Bonds  and  Stocks(Other  than  U.S.)   8  099  450  78 

Overdrafts   101  605  00 

Net  Taxable  Credits  68  196  851  07 

Subject  to  the  Following  Deductions. 

Savings  Deposits   21  275  598  93 

Individual  Deposits   33  578  645  52 

Demand  Certif.of  Deposit.      2  049  027  18 

Time  Certif.of  Deposit...       3  686  203  97 

Certified  Checks   852  145  65 

Cashier's  Checks   498  367  74 

Due  to  Other  Banks   5  132  847  11 

Re-Discounts   65  909  72 

67  138  745  82 

Net  Taxable  Credits   1  058  105  25 

Net  Credits  Listed   10  000  00 

Difference   1  048  105  25 


The  comment  on  the  table  is  as  follows :-"From  the 
statement  of  the  State  Auditor, inserted  between  pages  32  and  33, 
it  appears  that  tv/enty  seven  state  banks  in  the  city  of  Chicago 
have  one  hundred  times  as  much  net  credit as  are  listed  for 
all  the  banks  except  national, all  the  bankers , brokers, and  all 
the  stock-jobbers  of  Cook  County  together, the  twenty  seven  banks 
included...  Over  one  million  dollars  of  net  credit  in  twenty 
seven  Chicago  banks  in  J\xne,and  but  ten  thousano dollars  in  net 
credits  ... .from  all  the  banks (national  banks  excluded ), bankers , 
brokers, and  stock-jobbers  in  the  v/hole  of  Cook  County  on  the 
first  of  the  following  May  I" 

This  table  is, in  the  opinion  of  the  writer, very  fault- 
y.Its  errors  are, indeed, so  serious  that  the  table  is  rendered 
utterly  worthless. In  the  first  place, the  item  "Bonds  and  Stocks" 
should  not  be  included  in  the  statement  of  credits  at  all, for 
the  law  specifically  says  that  this  item  shall  be  listed  as 
"Bonds  and  Stocks"  on  the  assessment  roll  and  no  deduction  shall 
be  allowed  from  them. Subtracting  this  item  from  the  total  tax- 
able credits  as  given  in  the  table, the  result  obtained  is 
$60  097  400.29  instead  of  ^68  196  851. 07 .Accounts  payable  to 
the  amount  of  ^67  138  745.82  are  available  to  counter- balance 
this  sum. There  are, therefore, no  net  taxable  credits. 
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four  particular  caseD;Bo  that  there  should  have  been  a  return  to  the 

assessor, if  the  assessment  had  been  made  on  this  date, of  net  taxable 

1 

credits  amounting  to  ''^595,073.20.  Refering  to  Table  III.it  is  found 
that  the  amovint  of  credits  of  bank,banker, broker, etc ., assessed  in 
Cook  County  in  1900  was  #236  366, about  one  half  of  the  taxable  cred- 
its as  found  in  Table  IV. Several  things  should  be  considered, however, 
in  making  this  comparison. The  first  is  that  the  dates  on  which  the 
two  tables  were  made  are  not  identical .Table  III  is  based  on  the 
assessment  returns  supposed  to  be  made  on  April  I, and  Table  IV.  is 
made  up  from  a  report  dated  April  27, there  being  a  difference  of 
nearly  a  month  between. The  second  thing  to  remember  is  that  the  re- 
turn of  ;p236  366  is  the  assessed  valuation  and  not  a  real  cash  value. 
When  this  Bum  is  multiplied  by  five, the  comparison  becom.es  a  more 
fair  one. The  third  thing  to  consider  is, that  the  sum  of  *595,073.20 
represents  the  credits  of  only  the  banks  incorporated  under  the  state 
banking  laws. The  credits  of  private  banks, banks  of  special  charter, 

-o- 

Not  only  is  the  table  liable  to  this  criticism  but  it 
is  open  also  to  another  objection. The  table  is  merely  a  compila- 
tion of  the  summaries  of  the  twenty  seven  state  banks. The  table 
treats  the  banks  collectively  while  the  assessor  treats  them 
individually. In  order  to  make  a  just  comparison  it  is  necessary 
to  ascertain  the  net  taxable  credits, if  any, of  each  individual 
bank  and  add  them  together. If  the  author  of  the  "Report  on  Tax- 
ation" had  done  this  he  would  have  obtained  a  much  more  start- 
ling result  than  he  did  obtain  even  when  he  included  bonds  and 
stocks  as  credits. As  worked  out  in  Table  VI, the  net  taxable 
credits  of  the  twenty  seven  state  banks  in  Chicago  on  June  5, 
1893, are  found  to  be  *2  507  320  72, as  compared  with  the 
fl  048  105  25  which  amount  was  presented  as  the  net  taxable 
credits  in  the  report. 
l.The  year  1900  is  selected  for  the  reason  that  it  is  probably  the 

most  normal  late  year  which  could  have  been  taken.  1899  was  the 
year  in  which  the  new  revenue  law  went  into  effect. In  1901  the 
state  banks  v/ere  exempted  froi"  making  their  return  in  this  form,' 
The  date  of  the  bank  statement  In  this  case  is, also, not  far 
from  the  date  of  the  assessment. 
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and  of  all  other  parties  coming  under  the  definition  in  the  law, are 
not  included  in  this  sum. It  io  evident , however, that  the  reports  of 
the  state  banks  of  Cook  County  for  1900  reveal  no  glaring  evasion 
of  the  tax  on  the  credits  of  bank, banker, broker, etc. 

Table  VI.  is  compiled  from  a  special  report  to  the  auditor 
on  the  condition  of  the  state  banks  in  Chicago  on  June  5, 1893. It 
shows  a  total  of  net  credits  liable  to  assessment  of  $2  507  320.72. 
The  credits  of  this  class  assessed  in  Cook  County  on  May  first  of 
this  year, thirty  six  days  before  the  report  of  the  auditor, amount 
to  1^22  575. Assuming  that  this  amount  is  but  one  fourth  or  one  fifth 
of  the  actual " cash  value  of  the  credits  assessed, the  amount  of  the 
credits  of  the  state  banks  in  Chicago  alone  would  amount  to  over 
twenty  five  times  the  value  of  the  assessed  credits.lt  should  be 
noted  that  this  report  was  made  at  a  time  when  conditions  were  ab- 
normal ;a  period  of  financial  strigency  was  on  and  it  is  possible 
that  the  relation  of  the  loans  and  discounts  to  the  deposits  changed 

very  radically  in  the  space  of  the  month  which  intervene?  between 

1 

the  dates  on  which  the  figures  were  taken. 

In  summary  it  may  be  said  that : 

1.  The  terra  "Credits  of  Bank, Banker, Broker, Etc", as  defined  by  the 
law  means  the  result, if  any, obtained  by  subtracting  all  deposits  and 
all  accounts  payable  from  all  loans  and  discounts  and  overdrafts. 

2 .  The  assessed  value  of  such  credits  as  returned  to  the  auditor 
varies, in  the  thirty  five  years, from  about  one  million  dollars  to 
about  four  million  dollars. For  most  of  the  years  the  return  was  about 
one  million  dollars. 

3.  The  total  amount  which  should  have  been  assessed  is  not  ascer- 
tainable .Reports  for  the  state  banks  of  Cook  County  in  1900  seom  to 

-o- 

1. Report  of  Bureau  of  Labor  Statistics . 1894. p. 26 . 
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give  no  evidence  of  evasion. A  report  for  the  state  banks  of  Chicago 
in  1893  gives  statistics  v/hich  would  indicate  a  very  serious  evasion. 
Credits  of  this  class  are  capable  of  varying  so  radically  from  day 
to  day  that  it  is  impossible  to  make  any  definite  statement  as  to 
evasion  of  the  tax  from  the  material  at  hand. 

Credits  of  Other  Than  Bank, Banker, Broker , Stock- Jobber. 

All  property  owners  except  those  included  in  the  definition 
of  bank, banker, broker, etc ., are  expected  to  list  their  credits  under 
the  head  of  "Credits  of  Other  Than  Bank,Banker,Broker, Stock-Jobber. " 
As  explained  before  (p  38)  credits, in  this  case, do  not  include  bonds 
and  stocks  and  money  on  deposit. They  do  include, however, all  other 
claims  or  demands  for  anything  of  value  except  in  so  far  as  these 
claims  are  coxanteijbalanced  by  indebtedness  .Some  credits,  viz. , for  mon- 
ey loaned, are  not  liable  to  deduction  for  debts  and  some  debts, viz., 
obligations  to  insurance  companies  on  account  of  premiums  of  policies 

unpaid  subscriptions  to  societies  and  unpaid  installments  on  capital 

1 

stock, are  not  available  for  counte^alancing  credits. 

The  amount  returned  to  the  auditor  under  this  head  should, 
then, include  all  money  loaned. It  should  also  include  all  other 
claims  for  anything  of  value  not  canceled  by  bona-fide  debts. 

On  page  54  may  be  found  the  Auditor's  form  for  listing  cred- 
its of  other  than  bank, banker, broker, etc. 

Table  VII.  gives  the  annual  assessments  of  the  credits  of 
other  than  bank, banker, broker, etc. , from  1872  to  1909, for  the  entire 
state  and  for  Cook  County. 

The  assessed  value  of  the  credits    for  the  entire  state  | 

in  1873, was  817  524. This  was  the  year  after  the  adoption  of  the 

-o- 

l^Laws : 1871-2 . p. 9 • 
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AUDITOR ♦ 3  FORM  FOR  LISTING  CREDITS  AND  DEDUCTIONS  THEREFROM  FOR  DEBT. 


DEDUCTIONS  FROM  CREDITS 


CLAIMED  BY  AND  ALLOWED  TO 


Town  of 


These  statements  and  affidavits  must  be  alpha- 
betically arranged,  and  upon  return  of  the  Assess- 
ment Books,  filed  with  the  County  Clerk,  to  be 
kept  on  file  in  his  office  for  two  years,  and  at  the 
expiration  of  such  time,  destroyed  by  said  Clerk. 

CKEniTS  Defined. — Sec.  292. 
Every  claim  or  demand  for  money,  labor,  interest, 
or  other  valuable  thing,  due  or  to  become  due,  not 
including  money  on  deposit. 

Note. — Bonds  and  stocks  are  to  be  listed  as  such 
— 28th  item  of  Schedule — the  25th  and  28th  Sections 
of  the  Revenue  Law  excluding  them  from  being 
treated  or  listed  as  credits. 

MNT*eflAfH  p.  *      CO.   BLOOM. NliTJN,  iLk. 
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AUDITORS  FORM  NO.  2. 


See  extracts  froiD  Revenne  Law  on  reverse  of  the  sheet 
KRTIFICATE  OF  INDEBTEDNESS  (for  deductions  from  Credits)  Sees.  27  and  28,  Revenue  Law. 


STATEMENT  OF  CBEDIfS  and  the  authorized  DEDUCTIONS  therefrom  as  made  by.  

 County  of  and  State  of  Illinois,. 


 and  for  the  purpose  of  determining  the  amount 

_for  taxation  for  the  year  19  said  statement  being  made  with 


In  behalf  of  

of  credits  to  tie  listed  by  

reference  to  credits  owned  and  bona  fide  debts  owning  on  the  first  day  of  April  in  the  said  year. 
NOTFE— BoDdii  «od  itockt  ue  Dot  U>  bo  litted     crodlu.   So  dednctioot  nn  prmktled  from  credit*  for  tnooej  loaoed,  or  from  bood» 


DETAILED  HEIHORRNDR  (For  CoDvenlenee  of  Pepsoos  Ulstiog ) 
CR  EZDITS. 


DOLLARS.  CIS 


Amounts  du»  or  to  become  due,  from  other  (</) 


PersoDS,  Compaoies,  or  Corporations. 


Notes  (other  than  for  money  loaned,)  . 
Accounts,  ....... 

Money  seenred  by  deed  for  Real  Estate  (other 
than  as  security  for  money  loaned.)  (See  Sec.  21.) 
Interest  accrued  but  not  due.    (See  Sec.  20.) 
Interest  due  and  unpaid,  .... 

(/)  Rents  accrued  but  not  due, 
(g)    Rents  due  and  unpaid,  ..... 

(A)    Payable  In  labor  or  service  of  any  kind,  (current 
price,)  ........ 

Amount  of  every  other  claim  or  demand  for  money  or  other  valuable  things,  (not  including  money 
loaned  or  on  deposit,  or  bonds,  or  stocks.)  ....... 

Total  Credits,  ...... 


DEDUCXIONS. 


Amount  of  bona  fide 
debts  owing  to  Per- 
sons.   Comnaniea.  or 

I  ~     for  a 

cu:.  .  u  l  ai.DD  received 


(a)  Notes,  ..... 

(6)  Accounts,  .... 

(c)  Interest  accrued,  but  not  due, 

(</)  Interest  due  and  unpaid, 

it)  Ui'uls  accrut'tl,  but  not  p. mi, 

(/)  Rents  due  and  unpaid,  , 

(g)  Payable  in  labor  or  service  (current  price,) 

(A)  Proportion  certain  to  pay  as  security  for  others. 

Amount  of  all  other  bona  fide  indebtedness,  not  excluded  from  being  deducted  by 
Sections  27  and  28  of  the  Revenue  I.aw,  .... 

Total  deductions  authorized  by  law,  ..... 

Net  credits  other  than  money  loaned,  ........ 

Add  whole  amount  of  money  loaned  (from  which  no  deductions  are  permitted,) 

•Net  amount  of  credits.Api  il  1.  !!•  ,  to  be  entered  for  taxation  far  the  year  19  ,  as  the  27th 

item  in  the  Schedule  of  Personal  Property,  ...... 


eqofti  or  exceed  the  gross  credits  is  sbove  ststed.  0DI7  the  s 


nt  of  monej  losnsd.  If  ssy.  Is  to  be  llRlPd  s«  credits. 


The  undersigned  , 


SI  ATE  OF  ILLINOIS, 

 County, 

belnR  duly  sworn,  deposes  and  says  that  on   tiic   first  d;iy   of   .April   in   there  were  bona  tide  debts  owninjr  by 

 founded  on  an  actual  consideration  believed  when  received  to  be  adequate 

to  the  amount  of.      _  _ 

Dollars;  that  no  part  of  said  indebtedness  was  made  or  acknowledged  for  the  purpose  of  reducing  the  amount  of  credits 
by  him  listed  for  taxation;  that  such  part  of  said  indebtedness  as  consists  of  any  liability  as  surety  for  others  includes 
only  so  much  of  such  liability  as  he  believes  that  he  is  legally  and  equitably  bound  and  will  be  compelled  to  pay  on  ac- 
count o(  the  inability  or  insolvency  of  the  principal  debtor,  exclusive  of  what  other  sureties  are  bound  and  able  to  con- 
tribute; that  the  indebtedness  above  stated  does  not  include  any  bond,  note,  or  obligation  of  any  kind  given  to  any 
Insurance  Company  on  account  of  Premiums  or  Policies,  nor  any  unpaid  subscription  to  any  religious,  literary,  scientific, 
or  charitable  institution  or  society,  nor  on  account  of  any  subscription  to  or  installment  payable  on  the  capital  stock  of 
any  Company,  whether  Incorporated  or  unincorporated;  that  the  whole  amount  due  or  to  become  due  from  other  persons, 

companies,  or  corporations  to       _ 

for  money  loaned,  was  on  the  first  day  of  Ai)ril,  19 


Dollars,  and  that  no  portion  of  said  amount  is  Included  in  the  amount  of  gross  credits  from  which  bona  fide  debts  are 
deducted,  as  noted  in  the  above  detailed  statement. 

Subscribed  and  sworn  to  before  me,  this 


l'»  — 
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TABLE  VII. 

ANNUAL  ASSESSED  VALUE  OF  CREDITS  OF  OTHER  THAN  BANK, BANKER, BROKER, 

STOCK-JOBBER, ETC. 1872-1909. 
As  returned  to  the  Auditor  of  Public  Accounts. 
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revenue  law, The  returns  steadily  fall  off  until  in  1897  the  lowest 
limit  was  reached, at  which  time  the  assessment  amounted  to  'I^IO  274 
417. The  new  revenue  law  went  into  effect  in  1899  and  in  that  year 
more  credits  were  taxed  than  had  been  taxed  since  1873»the  amount 
being  $26  541  451 .After  this  year  the  assessment  steadily  declines 
and  in  1908  the  amount  assessed  was  approximately  five  million  dol- 
lars less  than  in  1899. 

The  fluctuations  in  the  assessment  of  this  class  of  cred- 
its in  Cook  County  is  even  more  violent. In  1895, for  example, the  re- 
turn was  $67  660. Four  years  later, in  1899, the  amount  assessed  was 
$7  875  889, over  one  hundred  times  as  much  as  was  listed  in  1895. Here, 
as  in  the  case  of  the  credits  for  the  entire  state, the  putting  into 
force  of  a  new  law  seems  to  have  had  the  effect  of  increasing  the 
assessment. 

It  may  be  said, then, that  the  assessment  of  this  class  of 
credits  does  not  show  the  steady  increase  which  might  be  expected. 
The  fluctuations  in  the  assessment  are  much  more  violent  than  one 
j    would  expect  them  to  be, if  they  corresponded  at  all  closely  with 
the  actual  amount  of  credits  in  existance. 

It  is  interesting  to  compare  the  returns  of  Cook  County, 
including  Chicago, with  those  of  the  remainder  of  the  state. Although 
the  use  of  population  as  an  index  to  the  amount  of  credits  owned  may 
be  open  to  some  criticism, it  seems  fair  enough  for  the  purposes  of 
rough  comparison  to  assume  that  the  amount  of  credits  in  a  community 
should  bear  a  general  relation  to  the  population. If , then, the  credits 
assessed  in  Cook  County  as  compared  with  those  assessed  in  the  en- 
tire state  except  Cook  County, do  not  bear  some  general  relation  to 
the  population  of  Cook  County  as  compared  with  the  population  of  the 
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rest  of  the  state, it  is  safe  to  draw  some  conclusions  as  to  whether 
or  not  Cook  County  has  borne  her  share  of  the  tax  burden  in  so  far 
as  this  item  is  concerned. 

Table  VIII .shows, first , the  population  of  Cook  County  and 
th©  remainder  of  the  state  and  the  ratio  existing  between  them  for 
each  decade  in  the  period  under  consideration  as  shown  by  the  cen- 
sus, and,  second,  the  assessed  value  of  the  credits  of  other  than  bank, 
banker, broker, etc. , in  Cook  County  and  the  remainder  of  the  state 
and  the  ratio  between  them  for  each  year  from  1873  \intil  1909  as 
shown  by  the  reports  to  the  auditor. Considering  the  period  as  a  whole 
it  is  found  that^ while  Cook  County  contained, during  these  years, ap- 
proximately one  third  as  many  people  as  the  remainder  of  the  state, 
they  were  assessed  on  but  one  twelfth  as  many  credits  as  the  remain- 
der of  the  state. Or, putting  it  in  another  way, if  the  population  is 
taken  as  an  index  of  the  amoiint  of  credits  of  other  than  bank, banker, 
broker, etc .. owned  in  a  community , Cook  County  listed  but  one  fourth 

as  many  credits  per  individual  as  were  owned  and  listed  by  the  other 

1 

counties  of  the  state. 

The  only  year  in  which  Cook  County  seems  to  have  borne  its 

W<35 

share  of  the  assessment/^ in  1399, when  it  listed  f  7  875  889  as  com- 
pared with  flB  665  562  listed  by  the  other  counties  of  the  state. 
The  most  striking  instance  of  disproportionate  assessment  is  found 
in  1895. In  this  year  counties  other  than  Cook  County  contained  only 
about  twice  as  many  people  as  Cook  County  and  yet  they  listed  one 
hundred  and  fifty  three  times  as  many  credits  of  this  class  as  did 

l.This  does  not  consider  the  changes  made  in  the  assessment  by  the 

board  of  equalization.lt  is  intended  only  to  show  the  difference 
between  the  number  of  credits  listed  in  Cook  County  and  the 
other  counties  of  the  state. 
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TABLE  VIII. 

COMPARISON  OP  COOK  COUNTY  WITH  THE  REMAINDER  OF  THE  STATE  IN  RESPECT 
TO  POPULATION  AND  ASSESSED  VALUE  OF  CREDITS  OF  OTHER  THAN 


BANK , BANKER , BROKER , STOCK-JOBBER , ETC . 


YEAR 

STATE  EXCEPT  cBSS"^^"^"^^^    COOK  COUNTY 
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I    Cook  County .Putting  the  same  thing  in  another  way  it  may  be  said 
that  for  every  dollars  worth  of  credits  per  unit  of  population 

i 

listed  in  Cook  County  in  1895,senenty  six  dollars  worth  was  listed 
in  the  other  counties  of  the  state. 

A  marked  improvement  in  the  assessment , as  considered  from 
this  stand-point  of  equality  of  distribution  between  Cook  County 
and  the  rest  of  the  state, is  evident  from  1898  on  until  the  present 
time. 

A  four  hundred  and  twenty  per  cent  drop  is  apparent  in 
the  assessment  of  credits  in  Cook  County  in  1908. This  was  probably 
caused  in  part  at  least  by  the  finantial  crisis  of  1907. No  such 
falling  off  in  credits  listed  is  found, however, in  the  other  counties 
of  the  state. This  would  seem  to  mean  either  that  the  effect  of  the 
crisis  was  not  felt  in  the  outside  counties  or  that  the  assessment 
in  Cook  County  was  singularly  lax  at  this  time. 

Taking  the  returns  for  the  year  1908, the  latest  information 
obtainable, a  more  particular  investigation  has  been  made  of  the  re- 
turns, per  unit  of  population, from  some  of  the  counties .Table  IX. 
I    gives  the  credits  of  other  than  bank, banker, broker, etc ., per  unit  of 
population  for  Cook  County  and  for  the  fifteen  counties  listing  the 
next  highest  amounts  of  credits  of  this  class. About  seventy  five 
cents  worth  of  credits  (1.738)  was  listed  for  each  person  in  Cook 
County  while  an  average  of  nearly  six  dollars  and  seventy  five  cents 
worth  (^6«7S)  was  assessed  for  each  person  in  the  state  outside  of 
Cook  County .Winnebago  County, with  a  population  of  but  47,345  listed 
practically  the  same  amount  of  credits  as  Cook  County  with  a  popu- 
lation of  1, 838 1.735. Warren  County  listed  thirty  five  times  as  many 
credits  per  person  as  Cook  County .Lfi^st-lle  County, The  county  making 
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TABLE  IX. 

CREDITS  OF  OTHER  THAN  BANK, BANKER, BROKER, STOCK- JOBBER, ETC .PER  UNIT 
OF  POPULATION  FOR  COOK  COUNTY  AND  THE  FIFTEEM  COUNTIES  LIST- 
ING THE  NEXT  HIGHEST  AMOUNTS  IN  1908  AS  SHOWN  BY 
REPORTS  OF  AUDITOR  OF  PUBLIC  ACCOUNTS. 


Listed  1900  Per  Person 

Cook  :   1  357  32S                  1  838  735  .738 

Winnebago   1  170  095  47  845  24.474 

Kane   1  053  105  78  792  13.366 

McLean   967  852  67  843  14.266 

Sangamon   716  040  71  593  10.001 

Morgan   617  470  35  006  17.639 

Vermillion   598  464  65  635  9.002 

Warren   564  757  23  163  24.382 

Whiteside   485  203  34  710  13.939 

Adams   470  881  67  058  7.002 

LaSalle   468  358  87  776  5.34 

Ogle   457  007  29  129  15.69 

Fulton   453  8  52  46  201  9.82 

McDonough   437  688  28  412  15.41 

Knox   420  892  43  612  9.65 

Iroquois   377  088  38  014  9.92 


State  Except  Cook 


20  061  206 


2  982  715 


6.72 


11   ==r 
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the  lowest  showing  of  any  of  the  fifteen  counties  in  point  of  the 
amoimt  of  credits  assessed  per  person , lists  seven  times  as  many  cred- 
its per  person  as  Cook  County. 

These  comparisons  would  seem  to  show  in  a  rather  conclusive 
way  that  the  assessment  of  credits  of  other  than  bank, banker, broker, 
etc., is  not  just  and  equitable  between  the  counties  of  the  state. 

These  tables  have  proved  nothing, however, as  t6  the  full- 
ness of  the  entire  assessment .Only  the  amounts  actually  assessed  have 
been  thus  far  considered  and  nothing  has  been  said  of  the  property 
which  should  have  been  assessed  and  was  not  reached  by  the  assessor. 

In  seeking  for  information  as  to  the  amount  of  the  credits 
of  other  than  bank, banker, broker, etc. , actually  in  existance  and  lia- 
ble to  assessment , it  was  found  that  the  best  material  obtainable  was 
the  report  of  the  Bureau  of  Labor  Statistics  for  1888, which  contains 
an  investigation  into  the  mortgage  indebtedness  of  the  state .This 
report , although  old, seems  to  give  the  only  information  obtainable 
from  which  any  accurate  estimate  can  be  made  of  the  property  lawfully 
taxable  under  this  head. Mortgages  are , indeed, not  the  only  kind  of 
property  included  under  this  classification  but  they  probably  form 
the  great  bulk  of  the  item  and  afford  some  basis  for  comparison  with 
the  assessment  returns. 

The  mortgages  in  force  in  the  entire  state  and  in  Cook 

County  in  1830  and  in  1887  as  shown  in  this  report  are  given  in 
1 

Table  X.  The  amounts  given  in  the  table  are  obtained  by  multiplying 

the  mortgages  recorded  during  the  year  by  the  average  length  of  the 

-o- 

1. These  statistics  bear  out  the  assumption  made  in  the  previous 

tables  that  the  population  is  an  index  to  the  amount  of  credits 
owned  in  a  community. 


1 

term  which  the  instruments  were  to  run. 
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TABLE  X. 

MORTGAGES  IN  FORCE  IN  THE  STATE  AND  IN  COOK  COUNTY  IN  1380  and  1337. 


ENTIRE  STATE. 

1830  1887 

Lands                         108  247  959  142  400  300 

Lots                               76  599  928  238  922  039 

Personal  Property    11  808  187  20  730  779 

Total                          196  656  074  402  053  L18 

COOK  COUNTY. 

1880  1887 

Lands                              4  722  722  18  667  202 

Lots                              55  315  340  191  496  506 

Personal  Property      4  118  692  10  439  522 

Total                            64  156  754  220  603  230 


The  amounts  in  Table  X.  include  mortgages  both  for  defer- 
red payments  and  for  loans.  Mortgages  for  money  loaned  are  not  sub- 
ject to  deduction  for  debts. Other  mortgages  may  be  canceled  in  this 
way  when  being  listed  for  taxation.lt  is  not  probable  that  all  mort- 
gages for  other  than  money  loaned  were  counter-balanced  by  debts  of 
the  holder  but  it  is  not  impossible  that  it  was  done. It  is  best, then 
to  deduct  all  mortgages  for  deferred  payments  from  the  total  amount 
of  mortgages  when  seeking  to  obtain  a  sum  to  compare  with  the  as- 
sessment . 

The  amounts  of  the  mortgages  for  deferred  payments  as  giv- 
en in  the  Report  of  the  Bureau  of  Labor  Statistics  include  the  in- 
terest on  the  mortgages  contracted  to  be  paid  but  unaccrued. In  Table 

-o- 

l.This  method  has  been  criticized  by  Dunn  in  an  article  in  the  Polit 

ical  Science  Quarterly (Vol .5 .p. 73 )  entitled^The  Mortgage  Evil." 

The  ground  for  the  criticism  is  that  it  is  assumed  that  the 

amount  of  mortgages  recorded  is  equal  in  each  year  to  the  a- 

mount  satisfied. Mr .Dunn  feels  that  this  is  an  unjustifiable 

assumption. As  only  roughly  accurate  statistics  are  necessary 

for  the  purpose  here, it  has  been  thought  just  to  disregard  the 
effect  of  this  factor. 
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XI -the  principal  and  the  interest  is  separated  and  the  amount  of 
the  principal  of  the  mortgages  for  deferred  payments  is  found. Under 
the  assumption  of  the  author  of  the  report  on  mortgage  indebtedness, 
it  is  deemed  just  to  consider  the  unaccrued  interest  on  the  total 
amount  of  the  mortgage  indebtedness  as  amounting  to  one  half  the 
total  interest  contracted  to  be  paid  for  the  loan. 


TABLE  XI. 

PRINCIPAL  AND  INTEREST, AVERAGE  INTEREST  RATE, AND  PRINCIPAL  OF  MORT- 
GAGES FOR  DEFERRED  PAYMENTS  IN  THE  ENTIRE  STATE  AND  IN 

COOK  COUNTY  FOR  1880  AND  1887. 

ENTIRE  STATE. 
1380 


Prin.&  Int. 

Av.Int.Rt. 

Principal 

21  110  983 

.0760 

20 

338 

134 

12  707  220 

.0764 

12 

239 

665 

Personal 

Property 

2  578  754 

.0796 

2 

480 

144 

35 

057 

943 

1837 

25  196  326 

.0690 

24 

453 

673 

74  769  235 

.0651 

72 

408 

711 

Personal 

Property 

4  210  618 

.0783 

4 

051 

848 

100 

914 

232 

COOK  COUNTY. 

1880 

1  025  888 

.0688 

991 

771 

7  900  308 

.0699 

7 

633 

877 

Personal 

Property 

1  183  108 

.0799 

1 

137 

602 

9 

763 

250 

1887 

3  850  294 

.0626 

3 

733 

440 

54  387  543 

.0633 

52 

706 

739 

Personal 

Property 

2  140  008 

.0789 

2 

059 

680 

58 

499 

859 

In  Table  XII.  the  mortgages  for  deferred  payments  are  de- 
ducted from  the  total  amount  of  mortgages  and  the  result  of  the  amount 
of  mortgages  not  liable  to  deduction  for  debt  is  obtained. 


J 


64 


TABLE  XII. 

MORTGAGES  NOT  SUBJECT  TO  DEDUCTION  FOR  DEBTS  IN  THE  ENTIRE  STATE  AND 

IN  COOK  COUNTY  IN  1880  AND  1887. 

ENTIRE  STATE 

1880  1887 

Total  Mortgages   196  656  074  402  053  118 

Mort.for  Deferred  Payments....     35  057  943  100  914  232 

Mort.Not  Sub j. To  Debt  Deduct..  161  598  131  301  138  986 

COOK  COUNTY 

Total  Mortgages   64  156  754  220  603  230 

Mort.for  Deferred  Payments....       9  763  250  58  499  857 

Mort.Not  Sub j. To  Debt  Deduct..     54  393  504  162  103  373 


This  amount  is, however, not  even  yet  a  fair  one  to  compare 
with  the  assessed  value  of  the  credits  of  other  than  bank, banker, bro- 
ker, etc. Not  all  of  the  mortgages  recorded  in  this  state  are  owned  by 
persons  living  within  the  boundaries  of  the  state, and  those  which  are 
not  owned  by  residents  are  not  assessable  in  Illinois.lt  is  true  that 
the  residents  of  Illinois  also  own  mortgages  in  other  states  but  the 
amount  so  owned  is  not  obtainable  and  therefore  cannot  be  used  to 
counter-balance  the  amount  of  Illinois  mortgages  held  outside  of  the 
state . 

Table  Xlll. gives  the  total  amount  of  mortgages  in  force  in 

Illinois  and  in  Cook  County  owned  by  non-residents  of  the  state  in 

1 

the  years  1880  and  1837. 

-o- 

l.The  average  term  of  the  mortgages  of  this  class  in  1880  is  not 
given  in  the  report. It  is  assumed  for  this  purpose  that  it 
was  the  same  in  1880  as  in  1887. 
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TABLE  XIII. 


TOTAL  AMOUNT  OP  ILLINOIS  MORTGAGES  OWNED  BY  NON-RESIDENTS  OF  ILLINOIS 

IN  1880  AND  1887. 


ENTIRE  STATE. 

1880  1887 

Mortgages  Executed  to  Non-Res.          6  123  007  9  497  312 

Average  Term  Years                                        4.59+  4.394 

Total  in  Force                                      26  918  163  41  754  557 


COOK  COUNTY. 

Mort. Executed  to  Non-Residents          1  619  325  3  980  344 

Average  Term  Years                                        4.394  4.595 

Total  in  Force                                       7  440  789  18  289  631 


It  would  be  correct  to  deduct  the  total  amount  of  Illinois 

mortgages  owned  by  non-residents  from  the  amount  of  mortgages  not 

subject  to  deduction  for  debts, as  foxind  in  Table  XII, for  it  is  fair 

to  suppose  that  as  large  a  proportion  of  mortgages  owned  by  persons 

outside  of  the  state  are  for  deferred  payments  as  of  those  owned  by 

the  residents  of  the  state. It  is  necessary  then, to  deduct  but  a  part 

1 

of  the  of  the  non-residents.  Table  XIV. gives  the  amounts  of  this  part 
of  the  mortgages  of  non-residents  and  the  result  obtained  by  deduct- 
ing this  part  from  the  total  amounts  of  mortgages  not  subject  to  de- 
duction for  debts. This  result , then, represents  the  amo\mt  of  mortgages 
held  by  the  residents  of  Illinois  not  subject  to  deduction  for  debts. 

-o« 

1. Using  the  proportion  that  the  total  amount  of  mortgages  is  to  the 
total  amount  of  mortgages  for  deferred  payments, as  the  total 
amount  of  mortgages  executed  to  non-residents  is  to  the  amount 
of  mortgages  for  deferred  payments  executed  to  non-residents, 
the  following  proportions  and  results  are  obtained :- 

196  656  074:161  598  131: :26  918  163jX 

Xi22  114  373 

402  053  118:301  138  986:: 41  754  557 :X 

Xs^31  274  801 
64  156  754:54  393  504: :7  440  789:X    X=6  308  449 
220  603  230:162  103  373:  :18  289  681:X    X=;13  394  269 
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TABLE  XIV. 

AMOUNTS  OF  MORTGAGES  NOT  LIABLE  TO  DEDUCTION  FOR  DEBTS  OWNED  BY  RES- 
IDENTS AND  BY  NON-RESIDENTS  OF  ILLINOIS  IN  1880  AND 

1887, 

ENTIRE  STATE. 

1380  1887 

Mort.Not  SubJ.to  Debt  Deduct .161  598  131  301  138  986 

Ain*t  Such  Mort.Held  by  Non-Res.  22  114  373  31  274  301 

Am»t  Such  Mort.Held  by  Res  139  483  753  269  864  185 

COOK  COUNTY. 

1880  1387 

Mort.Not  Sub j. to  Debt  Deduct...  54  393  504        162  103  373 

Am»t  Such  Mort.Held  by  Non-Res.     6  308  449  13  394  269 

Am*t  Such  Mort.Held  by  Res   43  085  055        148  709  104 

The  amount  as  it  stands  now  Is  subject  to  still  another 
deduction, for  it  contains  only  the  mortgages  held  by  the  classes 
termed  ''Other  than  Bank,Ban]cer,Broker,etc. "  but  also  those  owned  by 
banlcs  and  other  such  companies  whose  credits  are  listed  in  a  differ- 
ent form. Probably  the  most  important  of  these  companies  and  the  only 

ones  for  which  the  data  is  obtainable, are  the  building  and  loan  as- 
1 

sociations.  Deducting  these  mortgages, then, as  is  done  in  Table  XV, 
the  result  is  obtained  which  represents, as  accurately  as  possible, 
the  mortgages  which  should  have  been  listed  in  1880  and  1887  unc^er 
the  head  of  "Credits  of  Other  Than  Bank, Banker, Broker, e tc. " 

It  should  be  remembered  that  these  results  do  not  repre- 
sent all  that  should  have  been  assessed  in  this  class  but  that  notes 
not  recorded, accounts, as  well  as  every  other  demand  for  a  valuable 
thing, not  canceled  because  of  debts, should  be  included  in  the  same 

sum. It  should  also  be  remembered  that  the  sum  now  taken  as  represent* 

-o- 

l.The  amounts  of  the  mortgages  of  building  and  loan  associations  for 
1880  contain  unaccrued  interest. No  rate  being  given, it  is  im- 
possible to  deduct  the  interest. The  amount  is  so  small, however, 
as  to  be  almost  negligible. 
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ing  the  amount  of  mortgages  which  ahould  have  heen  listed  under  this 

head  excludes, first, mortgages  recorded  in  other  states  but  held  by 

residents  of  this  state  and, second, all  mortgages  liable  to  deduction 
1 

for  debt.  No  allowance  is  made  in  the  amount  for  mortgages  recorded 
in  other  states  but  owned  by  residents  of  Illinois  or  for  credits 
liable  to  deduction  for  debts  but  not  totally  counter-balanced  by 
them* 

TABLE  XV. 

MORTGAGES  OWNED  BY  BUILDING  AND  LOAN  ASSOCIATIONS  DEDUCTED  FROM  MORT- 
GAGES HELD  IN  ILLINOIS  NOT  SUBJECT  TO  DEBT  DE- 
DUCTION. IN  1880  AND  1887. 

ENTIRE  STATE. 

1880  1887 

Mortgages  Owned  in  Illinois 

Not  Sub j. to  Debt  Deduction.  139  483  758  869  864  185 
Mortgages  Owned  by  Building  and 

Loan  Associations   371  335        27  598  439 

Total  Amount  of  Mortgages  which 

Should  Have  Been  Listed....       139  112  423      242  265  746 

COOK  COUNTY. 

Mort. Owned  in  Illinois  Not 

Subject  to  Debt  Deduction..  48  085  055  148  709  104 
Mort. Owned  by  Building  and  Loan 

Associations   77  705        13  175  342 

Total  Amount  of  Mortgages  which 

Should  Have  Been  Listed....        48  007  350      135  533  762 


Comparing, then, the  amount  of  mortgages  which  should  have 

been  assessed  in  these  years, with  the  amounts  of  credits  of  other 

than  bank, banker, broker, etc ., which  were  actually  assessed, the  results 

shown  in  Table  XVI.  are  obtained. In  1380  there  were  nearly  three 

times  as  many  mortgages  in  the  state  liable  to  assessment  as  were 

reached  by  the  assess or, grant ing  that  the  credits  assessed  consisted 

only  of  mortgages. In  1887  there  were  twenty  times  as  many  mortgages 

-o- 

l»The  writer  has  been  told  by  assessors  that  in  actual  practice, very 
little  deduction  is  allowed  and  that  it  would  even  be  fair, in 
their  opinion, to  disregard  this  element.  
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liable  to  assessment  as  were  actually  listed  and  assessed. In  Cook 
County  the  effectiveness  of  the  assessment  appears  to  even  worse  ad- 
vantage .Whereas,  if  the  assessment  was  full  and  thorough, the  mortga- 
ges would  amount  to  be  a  fraction  of  the  credits  taxed, in  fact, as 
the  table  shows, the  amount  which  the  assessor  listed  as  credits  is 

but  one  two  hundred  and  fiftieth  of  the  mortgages  alone  which  should 

1 

have  been  so  listed  and  assessed.  In  1887, the  evasion  was  still  worse, 
But  $117  170  worth  of  credits  were  assessed  while  $135,533,762  worth 
of  mortgages  alone  were  lawfully  taxable. To  state  it  in  another  way, 
it  may  be  said  that  approximately  one  mortgage  out  of  every  one  thou- 
sand was  taxed  in  Cook  County  in  1887. 

TABLE  XVI. 

MORTGAGES  LIABLE  TO  ASSESSMENT  COMPARED  WITH  CREDITS  OF  OTHER  THAN 
BANK, BANKER, BROKER, STOCK- JOBBER, ASSESSED  IN  ENTIRE  STATE 
AND  IN  COOK  COUNTY  IN  1880  and  1887. 

Mortgages  Liable  Credits  Assessed 

To  Assessment  (Other  than  bank, etc.) 

Entire  State 

1880             139  112  423  17  680  302 

1887             242  265  746  12  160  825 

Cook  County 

1880               48  007  350  211  815 

1887             135  533  762  117  170 


These  statistics  and  comparisons  are  taken  from  an  inves- 
tigation made  twenty  years  ago. They  show, though, how  general  the  eva- 
sion was  at  that  time. Just  what  the  conditions  are  at  present  is  a 

-o- 

l.This  is  on  the  assumption  that  the  mortgages  recorded  in  Cook 
Coimty  are  owned  in  Cook  County .Many, of  course, are  owned  by 
persons  living  elsewherei Just  how  many  it  is  impossible  to  tell. 
As  many, however, are  probably  held  by  residents  of  Cook  County, 
recorded  in  other  counties  or  States. 
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1 

question  that  cannot  be  answered  with  any  accuracy .Considering  for 
a  moment  the  assessment  returns, it  is  found  that  they  have  increased 
somewhat  but  they  have  not  increased  one  hundred  per  cent  since  the 
time  of  the  investigation  of  the  Bureau  of  Labor  Statistics. The  re- 
turn in  1880  was  |17  680  302, in  1887  was  ^12  160  825, and  in  1908  was 
^21  418  528. No  material  seems  to  be  procurable  giving  information  as 
to  how  great  the  increase  in  the  mortgage  indebtedness  has  been  in 
the  state  since  the  time  of  the  report. An  investigation  has  been  made 
in  JoDaviess  county  by  Professor  T.S.Adams  which  gives  an  estimate  of 

the  amount  of  the  mortgages  in  force  in  that  county  and  this  may 

2 

serve  as  a  straw  to  show  which  way  the  wind  blows.  Professor  Adams 

says:-  "I  estimate  that , excluding  loans  from  banks, Trust  Companies, 

and  other  non-taxable  mortgages, the  mortgaged  indebtedness  on  real 

estate  of  JoDaviess  County  has  averaged  about  f?2  948  580  in  the  six 

and  a  half  years  under  investigation. (Jan. ,1900-June, 1906.  )"  The 

Bureau  of  Labor  Statistics*  Report  in  1883, in  it's  estimate, gives 

the  amoxmt  of  mortgages  on  this  class  of  property  in  JoDaviess  County 

3 

in  1887, as  -l^l  205  242.  A  comparison  of  this  estimate  with  that  of  Pro 
fessor  Adams, shows  that  the  mortgage  indebtedness  in  this  county  in- 
creased over  two  fold  between  1887  and  1907. If  this  is  true  for  the 
whole  state  it  may  be  said  that  the  law  today  is  just  about  as  ef- 
fective as  it  was  in  1387. 

-o- 

l.It  seems  to  be  generally  acknowledged  that  the  great  mass  of  tax- 
able credits  escape  assessment .A. D.Mulliken, who  acted  as  special 
attorney  for  the  Champaign  County  Board  of  Review  during  the 
summer  of  1908, estimates  that  about  five  per  cent  of  the  mort- 
gages are  reached  by  the  assessors. Treasurer  Scott, of  Champaign 
County , thinks  that  this  is  a  fair  estimate. 

2.  Report  of  the  Wisconsin  Tax  Commission. 1907. p. 339 

3.  No  deduction  is  made  from  this  amount  for  non-taxable  mortgages. 
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Summary  > 

In  summary, then, it  may  be  said  that:- 

1.  All  claims  or  demands  for  anything  of  value, (except  money  on  de- 
posit),not  coimter-balanoed  by  debts, which  are  owned  by  persons  not 
included  under  the  definition  of  "Bank, Banker, Broker, etc. are  liable 
to  assessment  and  taxation  under  the  head  of  "Credits  of  Other  Than 
Bank, Banker, Broker, etc." 

2.  The  amounts  assessed  under  this  head  do  not  show  a  gradual , steady 
increase  such  as  would  be  expected,but^ on  the  contrary, fluctuate 
quite  violently. 

3.  A  comparison  of  the  amounts  listed  under  this  head  in  various 
counties  in  the  state  reveals  the  fact  that  the  assessment  is  far 
from  Just  and  equitable  between  the  counties. 

4.  A  comparison  of  the  amounts  assessed  with  the  amounts  of  the  mort 
gages  liable  to  assessment, in  1880  and  1887, shows  that  the  evasion 

of  the  tax  was, at  that  time  widespread  and  general. 


-o- 
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Moneys  of  Other  Than  Bank,Barik:er , Broker, etc » 

All  pereone  not  included  within  the  legal  definition  of 
bank, banke r, br oker, et c. , are  required  by  the  law  to  list  whatever 
moneys  they  may  have  under  the  head  of  "Moneys  of  Other  than  Bank, 
Banker, Broker, etc. It  is  reasonable  to  suppose  that  the  great  mass 
of  money  assessed  is  deposited  in  banks  and  it  may, therefore, may  be 
said  that  this  tax  is  a  levy  on  bank  credit  in  the  hands  of  individu- 
als . 

Table  XVII.  gives  the  amounts  of  the  moneys  of  this  class 
as  assessed  for  each  year  during  the  period  under  consideration  in 
the  entire  state  and  in  Cook  Coxinty. Considering, first, the  returns 
for  the  entire  state, about  the  same  general  observations  may  be  made 
as  were  made  in  the  case  of  credits  of  other  than  bank, banker, broker, 
etc.  The  amount  listed  for  taxation  declines  steadily  from  1073  un- 
til the  passage  of  the  law  of  1898  but  since  that  date  the  amounts 
assessed  have  shown  a  slight  increase. The  assessed  value  of  moneys 
listed  in  1898  is  but  lit.tle  in  excess  of  the  value  listed  in  1873 
but  it  should  be  remembered  that  the  figures  for  the  later  date  are 
supposed  to  represent  but  one  fifth  of  the  fair  cash  value. The  low- 
est amount  listed  was  $7  769  358  in  1894  and  the  highest  was  $18  944 
236  in  1907. In  Cook  County  the  high  water  mark  was  reached  in  1899 
when  the  assessed  value  of  this  class  of  property  amounted  to  14  203 
385. The  assessment  in  1908  in  this  county  fell, however, to  ^96Z  907. 
The  low  year  in  Cook  County  in  regard  to  the  amount  assessed  under 
this  head  was  1878  when  but  .f212  601  worth  of  moneys  were  listed  by 
the  assessor. 

A  comparison  of  the  returns  made  by  Cook  County  with  the 
returns  made  by  the  rest  of  the  state, as  shown  in  Table  XVIII, makes 


72 


TABLE  XVII. 

ANNUAL  ASSESSED  VALUE  OF  MONEYS  OF  OTHER  THAN  BANK, BANKER, BROKER, 

STOCK- JOBBER, ETC . 1872-1909 . 
Ab  Returned  to  the  Auditor  of  Public  Accounts. 

Entire  State  Cook  County 

1873  16  754  886  920  242 

1874  16  415  522  664  694 

1875  15  248  399  294  712 

1876  14  111  717  350  030 

1877  12  629  085  303  339 

1878  10  639  092  212  601 

1879  10  310  559  705  391 

1880  13  014  803  1  207  874 

1881  13  830  281  2  220  972 

1882  13  141  541  2  027  836 

1883  12  255  057  1  818  818 

1884  10  186  580  1  283  156 

1885  9  545  880  1  164  552 

1886  9  021  899  975  711 

1887  9  044  891  1  221  353 

1888  8  484  631  945  657 

1889  9  516  158  1  221  899 

1890  9  456  572  1  061  264 

1891  9  267  494  997  682 

1892  9  195  675  970  129 

1893  9  950  825  1  346  164 

1894  7  769  558  434  244 

1895  9  176  947  1  459  584 

1896  8  196  180  1  279  057 

1897  8  633  129  1  093  515 

1898  7  951  202  839  556 

1899  17  742  210  4  203  358 

1900  15  115  652  1  675  351 

1901  16  598  755  2  041  967 

1902  16  475  458  1  912  245 

1903  17  148  064  1  855  244 

1904  17  888  563  1  965  905 
1906  18  455  506  1  757  465 

1906  18  773  144  1  914  927 

1907  18  944  236  1  761  304 

1908  18  728  241  963  907 
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TABLE  XVIII. 

COMPARISON  OF  COOK  COUNTY  WITH  THE  REMAINDER  OF  THE  STATE  IN  RESPECT 
TO  POPULATION  AND  ASSESSED  VALUE  OF  MONEYS  OF  OTHER  THAN 
BANK , BANKER , BROKER , STOCK-JOBBER , ETC . 

POPULATION 

STATE  EXCEPT  COOK  COOK  COUNTY  RATIO 


1870 

2 

189 

925 

349 

966 

6 . 

il 

1880 

2 

470 

347 

607 

524 

4! 

!l 

1890 

2 

634 

359 

1  191 

992 

2 

:  1 

1900 

2 

982 

325 

1  838 

735 

1.6 

;1 

ASSESSMENT 

2.6 

!  1 

1873 

15 

814 

644 

920 

242 

16; 

1 1 

1874 

15 

750 

828 

664 

694 

24! 

1 1 

1875 

14 

953 

687 

294 

712 

51' 

\  1 

1876 

13 

761 

687 

350 

030 

39 

1 1 

1877 

12 

325 

746 

303 

339 

41 : 

tl 

1878 

10 

426 

491 

212 

601 

49' 

1 1 

1879 

9 

605 

168 

705 

391 

14 

1 1 

1880 

11 

806 

929 

1  207 

874 

10! 

!  1 

1881 

11 

609 

309 

2  220 

972 

5 

ll 

1882 

11 

113 

705 

2  027 

836 

6  ! 

1 1 

1683 

10 

436 

239 

1  318 

818 

6  i 

;  1 

1884 

8 

903 

424 

1  283 

156 

7! 

'  1 

1885 

8 

•lot 

181 

328 

1  164 

552 

7 

;1 

1886 

8 

046 

188 

975 

711 

8. 

;1 

1887 

7 

823 

538 

1  221 

353 

6 ! 

1 1 

1888 

7 

540 

994 

943 

637 

8! 

!  1 

1889 

8 

294 

239 

1  221 

899 

7! 

'  1 

1890 

8 

395 

309 

1  061 

234 

8! 

!  1 

1891 

8 

269 

812 

997 

682 

8' 

:  1 

1892 

8 

225 

546 

970 

129 

8! 

!  1 

1893 

8 

604 

661 

1  346 

164 

7  ! 

'  1 

1894 

7 

335 

114 

434 

244 

17! 

;  1 

1895 

7 

717 

563 

1  459 

384 

5 

1 1 

1896 

6 

917 

123 

1  279 

057 

5' 

■1 

1897 

7 

539 

814 

1  093 

315 

7! 

!l 

1898 

7 

111 

636 

839 

566 

91 

\1 

1899 

13 

538 

825 

4  203 

385 

3' 

il 

1900 

13 

440 

321 

1  675 

331 

8! 

•1 

1901 

14 

35S 

788 

2  041 

967 

7! 

'1 

1902 

14 

561 

193 

1  912 

245 

8: 

•1 

1903 

15 

292 

820 

1  855 

244 

8: 

'1 

1904 

15 

922 

658 

1  965 

905 

8! 

!l 

1905 

16 

678 

041 

1  757 

465 

10! 

'1 

1906 

16 

858 

217 

1  914 

927 

9! 

!l 

1907 

17 

282 

932 

1  761 

304 

10! 

•1 

1908 

17 

764 

334 

963 

907 

19! 

1 

412 

206 

851 

47  069 

302 

9! 

1 
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it  clear  that  in  the  case  of  this  class  of  property  also  the  distri- 
bution of  the  tax  between  Cook  County  and  the  remainder  of  the  state 
is  unjust .During  the  period  under  discussion  Cook  County  contained 
approximately  one  fourth  of  the  people  of  the  state  yet  it  contained 
according  to  the  assessed  returns, but  one  tenth  of  the  moneys  of  the 
state. In  1908  Cook  County  had  about  one  third  of  the  population  of 
the  state  but  its  share  of  the  assessment  was  but  one  twentieth  of 
that  of  the  entire  state. For  every  dollar  per  unit  of  population  tax 
ed, then, in  Cook  County  in  1908, ten  dollars  was  taxed  in  the  other 
counties  of  the  state. Instances  of  even  more  unjust  apportionment 
may  be  taken  from  the  table. In  1878, for  example, the  state  except 
Cook  County  listed  ^10  426  491  in  moneys  of  this  class. Taking  popula 
tion  as  an  indicator  of  the  amount  a  county  should  pay  it  would  seem 
that  Cook  County *s  share  would  be  about  one  fourth  of  this  amount  or 
$2  608  823. The  amount  actually  listed  in  Cook  County  was, however, on- 
ly $212  601. 

Comparing  the  assessed  value  of  the  moneys  of  other  than 
bank, banker, broker, e t c. ♦ in  Cook  County  with  the  assessed  value  of 
the  sEuae  class  of  property  in  the  fifteen  counties  making  the  high- 
est returns  (See  Table  XIX.)  in  1908, it  is  found  that  while  Cook 
County  listed  but  fifty  two  cents  per  person, Boone  County  listed 
twenty  five  dollars  and  seven  cents  per  person. The  average  amount  of 
money  per  person  listed  in  the  state  outside  of  Cook  County  was  five 
dollars  and  ninety  six  cents , approximately  twelve  times  as  much  as 
was  listed  per  person  within  Cook  County. 

This  evidence  shows  rather  conclusively  that  the  assess- 
ment of  the  "Moneys  of  Other  Than  Bank, Banker, Broker, etc . "  is  un- 
just between  Cook  County  and  the  rest  of  the  state. 
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TABLE  XIX. 

MONEYS  OF  OTHER  THAN  BANK, BANKER, BROKER, STOCK- JOBBER, ETC .PER  UNIT  OF 
POPULATION  FOR  COOK  COUNTY  AND  THE  FIFTEEN  COUNTIES  LISTING 
THE  NEXT  HIGHEST  AMOUNTS  IN  1908  AS  SHOV/N  BY  THE 
REPORTS  OF  AUDITOR  OF  PUBLIC  ACCOUNTS. 


Moneys 
Listed 


Population 

1900 


Credits 
Per  Person 


Cook  

Adams 

St .Clair. . . 
Madison. • . . 
Bureau. . . . < 
Peoria. . . . . 
McHenry ... 
Stephenson. 

Kane  

Boone  

Knox ....... 

McLean. . .  .  < 

Winnebago. . 

Will  

LaSalle  * .  • 
DuPage . . . . . 


963 

907 

1  838 

735 

.52 

687 

572 

67 

058 

10.25 

655 

863 

86 

685 

7.56 

524 

360 

64 

694 

8.11 

470 

357 

41 

112 

11.44 

455 

855 

88 

608 

5.14 

445 

119 

29 

759 

15.29 

436 

844 

34 

933 

12.50 

397 

843 

78 

792 

5.05 

395 

810 

15 

791 

25.07 

392 

580 

43 

612 

9.00 

373 

368 

67 

843 

5.50 

366 

304 

47 

845 

7.66 

355 

041 

74 

764 

4.75 

352 

146 

87 

776 

4.01 

341 

201 

28 

196 

12.10 

State  Except  Cook 


17  764  354 


2  982  715 


5.96 
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The  next  point  to  be  considered  is  that  of  how  the  amount 
of  money  listed  in  the  state  compares  with  the  amount  of  money  which 
ought  to  have  been  listed. Since  the  great  mass  of  the  money  of  the 
state  is  deposited  in  the  banks, it  seems  that  the  amount  listed  for 
taxation  as  moneys  should  be  approximately  equal  to  the  total  amount 
of  the  individual  deposits  of  the  banks  of  the  state. 

In  seeking  information  as  to  the  amount  of  bank  deposits 

of  the  state  during  the  period  it  is  found  that  the  data  is  available 

1 

for  the  national  banks  for  the  entire  time, and  for  the  state  banks 

2 

since  1888.  No  records  are  available  showing  the  amount  of  the 
deposits  of  the  private  banks. 

Table  XX. gives  the  individual  deposits  of  the  national 
banks  of  the  entire  state, of  Chicago, and  of  Cook  County  outside  of 
Chicago  from  1873  until  1909. The  dates  on  which  the  figures  for  the 
entire  state  and  for  Chicago  are  taken, are  close  to  the  date  of  as- 
sessment.The  figures  given  for  Cook  County  outside  of  Chicago  are 
taken  from  reports  made  later  in  the  year  in  each  case. The  reason 
for  this  is  that  only  on  these  dates  do  the  reports  of  the  C©mptrol- 
lor  give  the  necessary  detailed  information. No  information  at  all  is 
given  on  this  point  in  the  report  of  the  comptroller  in  1905. 

The  state  banks  first  began  to  report  to  the  auditor  in 
1889. The  three  items, time  deposits-savings, demand  deposits-individu- 
al,and  demand  deposits-certif icates ,have  been  selected  as  represent- 
ing most  fairly  the  deposits  which  should  have  been  returned  to  the 
assessor  as  money. Table  XXI. gives  the  sum  total  of  these  items  for 

each  year  since  1888  for  Cook  County  and  for  the  entire  state,  -^n 

-o- 

1 .  Reports  of  the  Comptroller  of  the  Currency  of  the  United  States. 

2.  Reports  of  the  Auditor  of  Public  Accounts  of  Illinois. 
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TABLE  XXI. 
DEPOSITS  IN  STATE  BANKS, 


1889 
1890 
1891 
1892 
1893 
1894 
1895 
1896 
1897 
1898 
1899 
1900 
1901 
1902 
1903 
1904 
1905 
1906 
1907 
1908 


8/12 
7/14 
11/14 
7/28 
7/25 
5/17 
3/20 
6/5 
5/11 
4/6 
7/1 
3/27 
5/14 
5/12 
5/21 
6/10 
5/31 
4/7 
5/21 
5/12 


Time  Deposit 
Demand  Depos 
Demand  Depos 
Entire  State. 
30  147  562  56 
40  204  028  61 
57  266  785  78 
69  541  368  92 
63  374  296  42 


74  488 


85 


78  515  483  06 

87  427  288  99 

88  477  918  83 
105  434  682  95 
140  900  916  54 
147  424  254  03 
180  388  741  63 
197  218  259  92 
236  393  812  78 
278  264  218  39 
531  415  030  47 
352  712  254  75 
375  696  633  22 
368  640  362  72 


s-Savings . 

its-Individual . 

its-Certificates • 
Cook  County. 
26  467  327  81 
38  158  130  81 


59 
51 
62 
63 
68 
72 
86 
117 
12S 
149 
160 
191 
224 
270 
285 
295 


264  265  33 
915  029  61 
878  461  07 
715  603  38 
890  446  17 
436  531  03 
262  522  87 


746 
183 
148 
820 
328 
821 
975 
924 
302 
046 


919  09 
476  33 
356  45 
027  95 
397  61 
822  28 
115  03 
452  46 
447  37 
388  27 
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making  up  the  table  the  bank  reports  were  selected  which  most  nearly 

1 

coincided  in  date  with  the  aseesBment  reports. 

Until  1889, then  the  only  data  obtainable  with  which  the 
assessment  of  moneys  may  be  compared  is  the  amount  of  the  individual 
deposits  of  the  national  banks. Table  XXII. makes  this  comparison. 

Considering,f irst ,the  state  as  a  whole, it  is  seen  that, 
while  an  amount  equal  to  about  one  half  of  the  deposits  of  the  nation 
al  banks  was  assessed  in  1873, this  fraction  grows  steadily  smaller 
until  1888  when  the  assessment  amounted  to  but  one  tenth  of  the  de- 
posits.The  ratio  between  the  two  amounts  in  Cook  County, as  shown  in 
the  second  part  of  the  table, reveals  the  fact  that  a  much  smaller 
fraction  was  assessed  there  than  in  the  state  as  a  whole. In  1873  the 
assessment  was  one  twentieth  of  the  deposits  and  in  1888, one  fifty- 
second. The  largest  fraction  of  the  deposits  was  listed  in  1882  when 
one  seventeenth  of  the  amount  was  assessed. The  smallest  amount  pro- 
portionally ,  was  ]isted  in  1875, when  the  amount  assessed  was  but  one 
sixty-third  of  the  individual  deposits  in  the  national  banks  of  the 
county. 

After  1889  the  amount  of  the  deposits  of  both  state  and 
national  banks  are  available  for  comparison  with  the  assessed  value 
of  the  money  in  the  state  as  returned  to  the  auditor. The  relation  be- 
tween these  two  araoiints  for  each  of  the  past  twenty  years  is  shown 
in  Table  XXIII.  In  the  year  1889  the  table  shows  that  for  every  dol- 

-o- 

1.  Returns  for  Cook  County  in  1891  are  not  given  in  the  bank  reports 

in  the  library  of  the  University  of  Illinois. 

2.  The  amount  of  the  deposits  of  the  state  banks  in  Cook  County  in 

1901  is  not  accessible . In  the  table  it  is  assumed  that 
they  were  the  same  as  the  year  before. In  view  of  the  fact 
that  the  amount  of  deposits  for  the  whole  state  increased 
seventeen  millions  in  this  year, the  assumption  that  the 
deposits  in  Cook  County  but  remained  stationary  does  not 
seem  to  be  unfair. 
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TABLE  XXII. 

COMPARISON  OF  ASSESSED  VALUE  OP  MONEYS  OF  OTHER  THAN  BANK , BANKER , BRO 
ER, ETC., WITH  INDIVIDUAL  DEPOSITS  OF  NATIONAL  BANKS. 

1373-1888. 

ENTIRE  STATE. 
Assessed  Value  Indiv. Deposits 

Of  Moneys  Of  of 
Other  Than  Bank, Etc.  National  Banks. 


1873 

16 

734 

886 

33 

871 

788 

95 

1; 

i2 

1874 

16 

415 

522 

34 

710 

984 

73 

1. 

\2 

1875 

15 

248 

399 

37 

335 

893 

85 

!  2 

1876 

14 

111 

717 

33 

382 

341 

76 

1  < 

;2 

1877 

12 

629 

085 

33 

207 

862 

34 

1 ! 

>  3 

1878 

10 

639 

092 

29 

655 

941 

72 

1 ' 

!  3 

1879 

10 

310 

559 

31 

280 

054 

29 

1 ; 

:  3 

1880 

13 

014 

803 

45 

290 

209 

70 

1  - 

:  3 

1881 

13 

830 

w  W  v> 

281 

59 

239 

161 

77 

1 

•4 

1882 

IS 

141 

541 

W  ^  mim 

69 

338 

w  O 

136 

16 

1 , 

X  1 

:  5 

1883 

12 

255 

057 

73 

314 

877 

76 

1 

J- 

'  6 

1884 

10 

186 

A.  \J 

580 

65 

624 

654 

68 

1  < 

:  6 

1885 

9 

345 

880 

64 

974 

789 

35 

1 J 

'7 

1886 

9 

021 

R99 

74 

263 

]  76 

57 

\  8 

1887 

9 

044 

891 

84 

939 

329 

25 

1  - 

X 

!  9 

1888 

8 

484 

631 

w  w  X 

86 

R37 

<J  O 

86 

X 

'  10 

X  \J 

COOK 

COUNTY . 

1873 

920 

242 

18 

715 

692 

66 

X 

•  ?0 

1874 

664 

694 

17 

911 

612 

24 

1 

tS7 
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TABLE  XIII. 

COMPARISON  OF  ASSESSED  VALUE  OF  MONEYS  OF  OTHER  THAN  BANK, BANKER, BRC- 
ER, ETC., WITH  DEPOSITS  OF  STATE  AND  NATIONAL  BANKS. 

1889-1908. 

ENTIRE  STATE. 
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Of  Moneys  Of  State  and 

Other  Than  Bank, Etc.      National  Banks. 
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lar  reached  by  the  assessor  there  were  thirteen  dollars  on  deposit 
in  the  state  and  national  barJcs.In  1898  when  about  eight  millions  of 
dollars  were  assessed  (t?  951  202)  there  were  approximately  two  hun- 
dred and  forty  Millions  on  deposit  ($242  048  067  72). 

In  Cook  County  the  evasion  is  even  aore  general  than  in 
the  state  as  a  whole. An  example  of  the  evasion  there  is  shown  in 
1894  when  for  each  dollar  of  money  of  other  than  bank, banker, broker, 
etc. , assessed  there  were  three  hundred  and  twenty  three  dollars  on 
deposit  in  the  state  and  national  banks  of  the  county .Taking  the  as- 
sessed value  in  1908  as  one  fifth  of  the  real  value, it  is  found  that, 
in  this  year, for  every  dollar  taxed  there  were  ninety  two  dollars 
deposited  in  the  state  and  national  banks  of  the  county. 

If  there  is  a  single  item  which  certainly  should  be  includ- 
ed in  the  amount  of  the  assessnent  of  the  moneys  of  other  than  bank, 
banker, broker, etc. , it  is  the  amount  of  the  savings  deposits  in  the 
state  banks. But, as  is  shown  in  Table  XXIV.   ,the  aseeseed  value  of  the 

moneys  of  the  state  does  not  nearly  equal  the  mere  amount  of  the  sav- 

1 

ings  deposits  in  the  state  banks. In  Cook  County, as  usual, are  found 
some  rather  startling  results. In  1894, for  example, when  the  moneys 
assessed  on  the  first  of  May  amounted  to  but  ^1^434  244, the  savings  de- 
posits of  the  state  banks  of  Cook  County  on  the  fifteenth  of  May,a- 
mounted  to  |28  678  145  04.  In  190B,!|96S  907  was  the  assessed  value  of 
the  moneys. This  amount  is  supposed  to  be  one  fifth  of  the  fair  cash 
value  of  the  moneys. This  is  supposed  to  be  one  fifth  of  the  fair 
cash  value  of  all  the  moneys  of  other  than  bank,banker, broker, etc . , 
in  the  county. The  banks, at  this  time, held  as  savings  deposits  alone 
t  147  403  902  07. 

-O- 

l.The  dates  on  which  these  figures  are  taken  are  the  same  as  those 
in  Table  XXI. 
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TABLE  XXIV. 

COMPARISON  OF  ASSESSED  VALUE  OF  MONEYS  OF  OTHER  THAN  BANK, BANKER, BRO- 
KER, ETC.  ,  WITH  SAVINGS  DEPOSITS  IN  STATE  BANKS  OF  ILLINOIS. 

ENTIRE  STATE. 
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NOTE. Column  one  is  composed  of  the  dates , column  tv/o,the  aBsessed  val- 
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That  the  asGessment  of  this  clas  of  property  is  not  full 
and  just  is  evident  without  further  discussion. As  was  found  in  the 
case  of  credits  of  other  than  bank, banker, broker, etc. , it  is  also 
seen  here, in  the  case  of  moneys  of  other  than  bank, banker, broker, 
etc., that  the  assessment  is  neither  just  between  counties  or  full 
and  fair  as  compared  with  the  property  which  should  have  been  reached 
for  taxation. 

It  must  be  admitted, then, that  the  tax  on  mortgages  and  cre- 
dits in  Illinois  has  not  been  a  success .Mortgages  and  credits  are 
not, as  a  rule, reached  for  taxation  at  all. In  so  far  as  they  are 
reached, the  tax  is  inequitable  and  is  unjustly  distributed  between 
the  different  parts  of  the  state. The  administration  of  the  law  is 
a  failure  not  because  of  a  dearth  of  ordinary  provisions  for  enforce- 
ment or  because  of  lack  of  support  given  by  the  courts. The  problems 
involved  in  the  listing  of  credits  are  simply  too  many  and  too  great 
to  be  solved  by  any  system  which  attempts  to  disregard  the  fact  that 
such  objects  are  not  property  in  the  sense  that  tangible  objects  are 
property . 

-O" 


CHAPTER  V. 

ATTEMPTS  TO  SOLVE  THE  PROBLEM  OF  THE  TAXATION  OF  MORTGAGES  AND  CRED- 
ITS IN  OTHER  STATES. 

The  problem  of  the  taxation  of  mortgages  is  not  a  problem 
peculiar  to  the  state  of  Illimois.The  question  as  to  how  this  clase 
of  property  is  to  be  taxed  has  been  a  live  one  in  some  states  for 
a  miimber  of  years. Many  different  plans  have  been  proposed. Some  of 
these  plans  have  been  adopted  and  tested. They  vary  from  the  most  rad- 
ical measures  attempting  to  list  credits  as  other  property  and  to 
tax  them  at  the  full  rate, to  measures  entirely  exempting  mortgages 
from  taxation.lt  is  not  the  purpose  of  this  chapter  to  discuss  all 
the  legislation  on  this  question  in  other  states  than  Illinois  but 
simply  to  indicate  some  of  the  proposals  which  have  been  made  and 
some  of  the  typical  plans  which  have  been  adopted  by  the  other  states 
in  their  efforts  to  solve  the  problem. 

Attempts  to  Tax  Credits  at  Full  Rates. 

Some  of  the  states  which  have  taken  the  same  general  at- 
titude as  Illinois, viz ., that  credits  are  property  as  tangible  things 
are  property, have  made  more  vigorous  efforts  to  list  their  credits 
for  taxation  tl:ian  Illinois  has  done. They  have  lost  faith  in  the  me- 
thod of  allowing  the  individual  full  freedom  in  the  matter  of  self 
assessment  and  have  done  more  toward  seeing  that  the  list  returned 
by  the  property  owner  is  a  fair  and  full  list  of  the  credits  owned 
than  simply  to  require  that  the  return  be  sworn  to. 

The  Tax  Inquisitor  Method. 

One  of  the  methods  which  has  been  tried  is  a  scheme  which 
is  not  far  from  being  identical  with  the  old  custom  of  farming  out 
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the  taxes. It  is  the  method  under  which  the  task  of  securing  the  list- 
ing of  th©  personal  property  escaping  the  general  assessment  is  turn- 
ed over  to  outside  parties  with  the  arrangement  that  they  are  to  re- 

cieve  a  certain  percentage  of  the  taxes  collected  on  all  the  property 

1 

discovered  by  them. This  plan  was  used  in  Ohio  until  recently,  and 

2 

is  still  in  force  in  Indiana.  It  is  generally  known  as  the  Tax-Ferret 

-0- 

l.In  some  parts  of  Ohio  the  system  seems  to  be  still  in  force  under 
a  different  form. The  following  is  clipped  from  The  Coliunbus 
Dispatch. 

"Cleveland, Ohio, Dec. 2. (1908).-A  complete  list  of  the  Stand- 
dard  Oil  Company *b  stock  holders  of  the  United  States, now  in 
the  hands  of  Tax  Inquisitor  Guy  Warson  and  Attorneys  Klein  and 
Harris, will  b©  used  in  a  general  fight  to  obtain  the  payment  of 
concealed  taxes  all  over  the  country. This  information  was  given 
out  today  by  the  three  men  named, following  the  payment  of  |50 
435  in  fees  by  Cuyahoga  county  officials  to  Warson  for  the  col- 
lection oft250  000  back  taxes  on  Standard  Oil  stock  in  this 
jurisdiction. " 

Mr. Warson  bears  the  official  title  of  assistant  prosecuting 
attorney 

"and  was  hired  by  the  county  coramiseioners  to  do  the  tax  in- 
quisitorial work. This  practice  is  now  being  attacked  in  the  Ohio 
courts . 

2 .The  inquisitorial  work  for  the  county  in  which  Indianapolis  is 

situated  was  given, in  1907, to  a  W.F. Charters  on  a  bid  of  twenty 
five  per  cent  of  the  taxes  recovered. In  announcing  the  letting 
of  th©  contract, the  Indianapolis  Kews  on  December  18, 1907 , wrote 
as  follows :- 

"Mr. Charters  has  held  th©  contract  for  reporting  sequester- 
ed or  ommitted  taxes  for  several  years, and  the  work  has  been 
very  profitable  to  him, as  h©  has  always  drawn  twenty  five  per 
cent . 

He  has  already  drawn  this  year  as  his  personal  share  of 
the  ommitted  taxes  recovered^lS  892.42  from  the  county, and  he 
is  ready  to  draw  P,769,Z8  in  addition  this  month. Last  year  Mr. 
Charters'  profits  were  ^19  085.45.  In  1906  the  tax  ferrets  share 
was  |;29  371.94  and  in  1905,  it  was  ^25,851.11. 

December  31, 1907, a  final  payment  was  made  to  Mr  Charters 
of  ^1  512. 64. An  interesting  fact  in  this  connection  was  that 
there  was  not  enough  funds  in  the  county  treasury  treasury  to 
make  th©  entire  settlement  with  Mr. Charters  at  the  close  of  the 
year, and  that  there  was  an  overdraft  of  the  coimty  funds  to  the 
amount  of  $1  205.95. 

Th©  City  Council  has  allowed  f25  000  for  th©  employing  of 
tax  ferrets  during  1909  with  the  understanding  that  non©  of  th© 
information  concerning  sequestered  taxes  shall  be  obtained  from 
the  Probate  Court, as  th©  county  assessor  is  supposed  to  have 
access  to  the  Probate  Court  Records. Th©  contract  made  with  Mr. 
Charters  for  next  year  provides  that  he  shall  not  draw  on  the 
Probate  Court  for  his  information." 
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or  Tax- Inquisitor  method. The  scheme  is  not  mknown  in  Illinois  but 

1 

it  does  not  seem  to  have  been  extensively  used. 

The  objections  to  this  method  are  many  and  varied. Beside 

j    the  fundamental  objection  that  the  tax  itself  on  this  class  of  prop- 
erty is  inherently  wrong, the  whole  group  of  objections  which  follow 
in  the  wake  of  turning  an  essentially  public  function  oyer  into  the 
hands  of  private  individuals  is  found. Whenever  such  business  is  given 
to  private  persons  the  main  end  in  view  is  apt  to  shift. The  aim  of 

j    the  individual  is  not  primarily  to  secure  revenue  for  the  government 
and  to  give  justice  between  individuals .The  main  aim  is  naturally 
the  private  gain  of  the  person  contracting  to  secure  the  listing  of 

I    the  credits. Only  those  cases, then  are  likely  to  be  pushed  which  pro- 

! 

mise  profit  to  the  tax  ferret. 

1 

There  is  also  a  great  temptation  to  corruption.  It  is  often 
a  great  deal  less  expensive  to  bribe  the  inquisitor  than  to  pay  the 
taxes  on  the  property  about  which  he  may  have  information. As  Judge 
i    Evans  points  out, it  may  be  to  the  advantage  of  both  the  inquisitor 
and  the  property  holder  to  compromise  the  matter. If  this  is  done 
it  is  not  a  long  step  to  outright  blackmail. Even  as  it  is > the  officer 
who  is  supposed  to  enforce  the  law  becomes  a  party  to  its  evasion. 

The  method  is  also  a  very  expensive  one. The  usual  rate 

!    given  the  inquisitor  is  twenty  five  per  cent  of  the  taxes  collected 

i 

on  ommitted  property  listed  through  his  efforts. In  Ohio  the  statutory 
rate  was  twenty  per  cent. During  the  years  1895-1903  in  Ohio  ^9  955 
071.24  of  ommitted  taxes  was  collected  through  the  efforts  of  the 

-o- 

l.In  the  decision  of  the  case  of  Stevens  v. Henry  County, 218  111.468, 
the  court  held  that  the  power  to  employ  tax  ferrets  to  look  up 
ommitted  property  did  not  lie  with  the  county  because  the  power 
of  assessing  ommitted  property  was  given  by  the  law  of  1898  to 
the  board  of  review. 
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tax  ferrets  but  the  feee  paid  amounted  to  $1  520  518.71. 

The  plan  of  securing  the  asBessment  of  credits  by  the  aid 
of  tax- inquisitors  violates  almost  every  law  of  taxation. The  plan 
as  it  works  out  is  unequal  and  therefore  unjust; in  the  second  place, 
it  is  expensive ; and, in  the  third  place, it  involves  a  great  temptation 
to  fraud. It  is  commonly  refered  to  as  an  example  of  the  extreme 
lengths  to  which  a  government  may  go  in  attempting  to  enforce  a  natu- 
rally unenforceable  law. 

The  Plan  of  Interchanging  Mortgage  Lists  Between  Coimties. 

Another  product  of  the  attempts  to  tax  credits  as  other 
property  is  the  plan  of  interchanging  lists  of  mortgages. 

Mortgages, as  a  rule, must  be  recorded  in  the  county  where 
the  property  lies  by  which  they  are  secured. Many  of  the  mortgages 
recorded  in  one  county  are  held  by  residents  of  other  counties. On 
the  other  hand  many  mortgages  recorded  in  other  counties  are  owned 
by  the  residents  of  the  first  counties. In  Michigan  it  was  felt  that 
an  arrangement  by  which  an  interchange  of  information  as  to  the  mort- 
gages recorded  could  be  made  between  the  various  counties, would  be 
an  effective  means  of  securing  the  listing  of  many  mortgages  which 
escaped  assessment .Accordingly  the  plan  was  tried  there  of  requiring 
each  county  recorder  to  furnish  the  officials  with  a  list  of  the 

mortgages  recorded  in  their  county  but  executed  to  the  residents  of 

1 

the  other  counties. 

In  order  to  prevent  the  shifting  of  the  tax  it  was  provided 

that  if  the  mortgagor  paid  the  tax  on  both  the  land  and  the  mortgage, 

the  reciept  for  the  mortgage  tax  could  be  presented  to  the  mortgagee 

-o- 

l^Report  of  the  Board  of  Tax  Commissioners  of  Michigan. 1900 .p  7  et  al 
Adams: Public  Finance :p  442. 
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in  lieu  of  interest  on  the  debt. 

This  plan  proved  to  he  a  fairly  efficient  means  of  secur- 

!    ing  the  enforcement  of  the  tax  on  mortgages .Many  untaxed  instruments 

I    were  disclosod.The  people  of  Michigan  found, however, that  the  attempt 

i    at  enforcement  involved  many  evils. In  the  first  place, according  to 

Professor  H.C .Adams, the  rate  of  interest  on  this  class  of  property 

1 

increased  one  per  cent.  Next, the  mortgage  contract  was  so  revised 
as  to  deny  the  borrower  the  right  to  present  tax  reciepts  in  part 
payment  of  interest  dues .Lastly , mortgages  on  Michigan  farms  were  ex- 
changed as  rapidly  as  possible  for  mortgages  on  lands  in  other  states 

These  evils  seem  to  have  been  serious  enough  to  counter- 
balance the  benefits  of  the  law  for  the  section  providing  for  this 

2 

plan  is  no  longer  operative  in  that  state. 

tnter-Rtate  Bureau. 

Professor  T.S.Adams  has  suggested  that  an  inter-state  in- 
telligence bureau  be  established  as  a  means  for  securing  a  full  as- 
fleesment  by  eliminating  to  some  degree  the  evasion  which  arises  from 
the  fact  that  the  tax  system  is  administered  by  the  various  states 
rather  than  by  the  central  government.  Some  such  a  bureau  might  be 
used  to  very  good  advantage  as  a  means  of  securing  an  inter-change 
of  mortgage  lists  between  the  states  somewhat  after  the  fashion  of 
the  Michigan  law  just  discussed .The  fact , however, that  all  the  states 
do  not  have  the  same  laws  in  regard  to  the  taxation  of  credits  would 

-o- 

1 .Adams: Public  Finance • p. 442 . 

2. In  a  letter  to  the  writer, Frederick  C. Mart indale, the  Secretary  of 
State  of  Michigan, says :-"Section  5  of  Act  262  of  1887, providing 
for  the  inter-change  of  list  of  mortgages  filed  by  registers  of 
deeds  is  inoperative  in  the  state." 

3.T.S.Adams:Taxation  in  Maryland. Johns  Hopkins  Studies. 18:p  74. 
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work  to  the  disadvantage  of  the  scheme. The  adoption  of  such  a  plan 
might  lead  to  a  state  of  affairs  where  the  business  of  loaning  on 
mortgages  would  be  transacted  by  persons  living  in  the  states  which 
exempt  mortgages  from  taxation  in  much  the  same  manner  as  parties 
I   seeking  to  incorporate, at  the  present  time, flock  to  the  states  of- 
fering them  the  most  liberal  terms. 

The  Stamp  Method. 

Still  another  devise  to  secure  the  listing  of  credits  has 
been  proposed. No  record  at  all  is  ordinarily  required  of  some  classes 
of  credits  such  as  notes  and  judgements  and  this  plan  seeks  to  un- 
earth these  instruments .The  proposal  is  that  it  be  required  that 

I 

all  credits  bear  the  stamp  of  the  county  assessor  or  of  some  other 

1 

county  official  before  they  may  be  considered  legal  and  collectible. 
This  is  perhaps  the  only  way  in  which  it  is  possible  to  reach  this 
I   class  of  credits. Such  a  system  is  in  force  in  Indiana  at  the  present 
time  and  it  has  been  proposed  in  various  other  states. An  attempt  was 
made  in  1909  to  secure  the  enactment  of  a  law  of  this  sort  in  Ohio. 
Summary . 

All  of  these  plans  are  attempts  to  answer  the  question. 
Can  mortgages  and  credits  be  reached  for  taxation?  It  is  evident  that 
i  more  credits  can  be  reached  for  taxation  by  the  use  of  these  methods 
than  can  be  reached  without  them. The  Ohio  tax-ferret  law  succeeded 
in  the  listing  of  many  credits  which  had  escaped  the  assessor. The 
Michigan  plan  of  the  interchange  of  mortgage  lists  imearthed  many 
untaxed  mortgages .The  Indiana  law  requiring  credits  to  be  stamped 
is  doubtless  of  value  in  securing  the  assessment  of  notes  v/hich  would 
otherwise  escape .Michigan  and  Ohio, however, have  decided  that  this  ad- 

-o- 

1. Benton: Taxation  in  Kansas. Johns  Hopkins  Studies. 18:p  168. 
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dition  to  the  tax  returns  is  bought  at  too  high  a  price. The  general 
'  movement , indeed, among  the  states  which  are  active  in  their  attempts 
to  solve  the  taxation  problem, is  in  an  entirely  different  direction. 
The  conviction  seems  to  be  gaining  ground  that  it  is  not  desirable 
to  tax  such  property, at  least  not  to  tax  it  in  the  same  manner  and 
at  the  same  rates  as  other  property. and  it  has  come  about  that, in 
a  number  of  states, mortgages  are  either  exempted  entirely  from  tax- 
ation or  are  taxed  at  a  less  rate  and  in  a  different  manner  than  tan- 
gible property. 

Attempts  to  Tax  Mortgages  at  Less  Than  Full  Rates. 

Plans  to  tax  mortgages  at  full  rates  are  of  two  kinds. The 
first  attempts  to  tax  them  as  other  property  but  at  a  lower  rate  than 
is  charged  in  general. The  second  plan  lays  the  tax  in  the  form  of  a 
fee  to  be  paid  at  the  time  the  instrument  is  recorded. 

Low  Flat  Rate. 

In  1896  Maryland  passed  a  law  which  provided  that  intangi- 
ble property  should  be  listed  at  its  actual  market  value  but  in  fix- 
ing the  rate  which  should  be  levied  it  was  decided  that  it  should 
i    consist  of  the  regular  state  rate  plus  thirty  mills  which  last  item 
I   was  to  be  charged  in  lieu  of  all  local  and  muninciple  taxes. In  fact 
this  meant  that  the  rate  on  credits  was  to  be  approximately  one  half 
of  that  imposed  on  other  property. 

Under  this  law  the  assessment  of  credits  increased, accord- 
ing to  Professor  J .H.Hollander,f rom  $6  000  000  before  1896, to  $146 

1 

688  857  in  1908.  The  evasion  is, however, quite  general  even  yet, and 
it  is  thought  that  much  more  of  this  sort  of  property  could  be  listed 

-o- 

1. J.H.Hollander : Taxation  of  Intangible  Wealth  in  Maryland.Quart . Jour. 
Economics. 22 : 196. 
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Pennsylvania, also, lays  a  lighter  tax  on  personal  property 
1 

than  on  real  estate. 

There  is  no  particular  difference  between  this  plan  and 
the  theory  of  the  general  property  tax. The  lower  rate  is  granted  sim- 
ply because  it  is  believed  that  more  revenue  can  be  obtained  by  so 
doing. Considering  the  matter  from  the  practical  standpoint  it  must 
be  admitted  that  the  plan  has  been  fairly  successful  in  attaining 
its  end. More  revenue  has  undoubtedly  been  secured  to  the  state  than 
would  have  been  secured  under  an  attempt  to  tax  credits  at  the  full 
rates. Prof essor  Hollander, in  speaking  of  this  phase  of  the  case, says: 

"Considered  as  nothing  more  than  a  piece  of  fiscal  oppor- 
tunism, the  Maryland  device  can  properly  engage  the  attention  of  those 
similarly  circumstanced  communities  which  are  convinced  of  the  imwis- 
I   dom  of  further  blunderbuss  attempts  to  assess  intangible  wealth  for 

i    full  property  taxation  and  are  not  prepared  to  go  to  the  other  ex- 
I  2 
1   treme  of  complete  exemption." 

Mortgage  Recording  Tax. 

The  system  by  which  the  tax  on  mortgages  is  laid  in  the 
form  of  a  fee  to  be  paid  at  the  time  the  mortgage  is  recorded, is  a 
step  away  from  the  conception  of  the  general  property  tax. In  so  far 
as  the  sum  collected  from  each  mortgage  varies  with  the  amount  of 
the  loan  secured  by  the  mortgage, the  principle  is  that  of  the  gen- 
eral property  tax. But  there  is  also  another  element  present  in  this 
tax. In  the  first  place  it  is  conceived  to  be  in  theory  not  so  much 
a  contribution  according  to  ability  to  pay  as  a  form  of  remuneration 
for  the  special  services  rendered  by  the  state  in  the  case  of  mort- 

-o- 

1.  Commons  .'Taxation  in  Chicago  and  Philadelphia.  Jour. Pol  .Ec;3:434 

2 .  Hollander: Taxation  of  Intangible  V/ealth  in  Maryland. Quart. Jour. Ec. 

22:196. 
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1 

gagee.  In  the  next  place  the  recording  tax  is  usually  not  an  annual 


levy  but  is  a  fee  which  is  paid  but  once» 

This  system  has  the  necessary  qualifications  of  a  good  com- 

2 

promise  measure  and  undoubtedly  will  prove  popular  in  many  states. 

5 

The  mortgage  recording  tax  was  first  tried  in  New  York.As 

early  as  1870  the  question  of  mortgage  taxation  was  one  which  was 

up  for  serious  discussion, the  tax  commission  in  that  year  recommend- 

4 

ing  that  mortgages  be  exempted  from  taxation.  In  1893  the  commission 

recommended  a  state  tax  on  mortgages, point ing  out  that  such  a  tax 

even  at  a  very  low  rate  would  be  a  good  measure  from  a  revenue  stand- 
5 

point.  After  years  of  discussion, the  legislature, on  June  3, 1905, pass- 
ed a  law  providing  for  a  tax  of  one  half  of  one  per  cent  on  all  mort- 

6 

gage  indebtedness  as  it  should  stand  on  the  first  of  every  July.  The 
The  revenue  resulting  from  this  tax  was  to  be  divided  equally  between 

-o- 

1 .Pierce rTaxation  of  Moneys  and  Credits .First  National  Conference. p 
348-9 

2. Seligman: Recent  Reports  on  Taxation. Pol .Sc. Quart. 22: 301. 

"It  is  to  be  expected  that  the  recording  mortgage  tax, which  has 
been  unusually  successful  as  a  revenue  producer  during  the  short 
period  of  its  existance  in  New  York, will  gradually  find  its  way 
to  the  various  states  of  the  union  and  thus  put  to  rest  a  trou- 
blesome agitation  throughout  the  country." 

3.  A  sort  of  recording  tax  was  put  in  force  in  Connecticut  in  1889. 

"In  1889  the  legislature  passed  a  law  by  which  the  owners  of 
notes  and  bonds, who  would  register  them  with  the  state  treasur- 
er and  pay  in  advance  a  tax  of  one  half  of  one  per  cent  per  an- 
num for  a  period  of  five  years, should  be  exempt  from  all  fur- 
ther state  or  local  taxation  on  the  same." 

In  1899  the  rate  was  made  two  fifths  of  one  per  cent. 
Report  of  Board  of  State  Tax  Commissioners  of  Michigan. 1900. 
p. 18. 

4.  Chapman: State  Tax  Commissions  in  the  United  States. Johns  Hopkins 

Studies. 15:461. 
5.Seligman:Essays  on  Taxation. p. 413 :414. 

6. Fetter: Changes  in  the  Tax  Laws  of  New  York  State  in  1905. Quarterly 
Journal  of  Economics. 20: 15. 
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the  state  and  the  local  governmentB .An  amendment  to  this  act  in  1906 

made  the  levy  purely  a  recording  tax, the  law  providing  that  the  fee 

of  one  half  of  one  per  cent  should  be  paid  but  once  and  at  the  time 
1 

of  recording.  Public  bonds, mortgages  given  to  public, charitable, re- 
ligious, and  educational  corporations  and  to  building  and  loan  aseo- 
cietions  on  residence  property  to  the  amount  of  three  thousand  dol- 
lars are  exempted  from  paying  the  tax. 

This  tax  has  been  a  success  as  a  producer  of  re venue. Be- 
tween four  and  five  millions  of  dollars  is  the  annual  yield  to  the 

2 

government  from  this  source. 

The  New  York  law  of  1906, changed  in  no  essential  particular 
was  passed  by  the  Minnesota  legislature  in  April  1907.  The  operation 
of  the  law  in  this  state  seems  to  have  been  very  satisfactory. Con- 
siderable revenue  has  been  secured  and  the  interest  rates, it  is 
claimed, have  fallen  by  from  one  half  to  two  per  cent. The  system  is 
simple  and  is  easy  to  enforce.lt  is  regarded  by  some, however, as  mere- 
ly a  stepping  stone  to  total  exemption  of  mortgages. As  a  compromise 
measure  it  is  satisfactory  to  the  progressives  who  see  in  it  a  means 
of  educating  the  people  to  the  view  that  the  only  fair  solution  of 
the  problem  lies  in  the  exemptior  of  such  property  from  all  taxes. 

4 

Some  such  a  recording  system  is  also  in  force  in  Alabama. 

The  principal  objection  made  to  this  plan  is  that  it  draws 

no  distinction  betv/eer  the  long  and  the  short  term  mortgage. The  very 

fact  that  this  objection  is  made  shows  that  the  tax  is  a  confusion 

of  the  fee  idea  with  the  theory  of  the  general  property  tax. To  meet 

-o- 

1.  Fetter: Change  in  Mortgage  Taxation  in  New  York  in  1906 .Quart .Jour . 

Economics. 20: 613. 

2.  £eligraan:Reports  on  State  and  Local  Taxation: Pol. Sc. Quart. v. 22: 311. 
S.Pierce : Taxation  of  Moneys  and  Credits :l3t  Nat'l  Conference . p. 346 . 
4. Ibid. Page  348. 


95 

this  objection  it  has  been  suggested  that  an  allowance  be  made  in  the 
fee  for  the  difference  in  the  time  the  mortgages  are  to  run;for  in- 
stance, let  one  tenth  of  one  per  cent  be  charged  on  mortgages  which 
are  to  run  three  years  or  less  and  twice  that  amount  on  long  time 
mortgages. 

Exemption  of  Mortgages  From  Taxation* 

The  third  general  attitude  v/hich  may  be  assumed  toward  the 
problem  of  the  taxation  of  mortgages  and  credits  is  that  they  are 
not , properly^  objects  of  taxation  at  all  and  that  they  should  be 
entirely  exempt  from  taxation. 

It  is  well  to  recall  here  the  distinction  between  the 
mortgage  itself  and  the  property  by  which  the  loan  is  secured. No  pro- 
posal has  been  considered  which  has  for  its  ob;ject  the  exemption  of 
both  the  loan  and  the  evidence  of  the  loan. Some  effort  has  been 
made  to  relieve  one  or  the  other  of  these  objects  from  the  tax  but 
mortgage  exemption  is  not  understood  to  mean  the  exemption  of  both 
the  instrument  and  the  property  which  the  instrument  represents. 

The  California  constitution  of  1879  provided  that  the  hold- 
er of  the  mortgage  should  be  taxed  on  the  instrument  but  that  the 

land  which  secured  the  mortgage  should  not  be  taxed  on  its  full  val- 

1 

ue  but  rather  on  its  full  value  minus  the  amount  of  the  mortgage. 
It  was  further  provided  that  no  contracts  whereby  the  borrower  a- 
greed  to  assume  the  tax  should  be  considered  valid. 

Massachusetts  went  at  the  problem  in  a  little  different 
way. There  it  was  provided, in  1881, that  the  tax  should  be  levied  on 
the  land  whether  mortgaged  or  not. Either  the  mortgagor  or  mortgagee 

-o- 

l.PlehntYale  Review.8:31. 
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may  report  the  mortgage. If  the  instrument  is  reported  by  either  the 

tax  is  paid  by  the  holder  of  the  mortgage .Agreements  by  which  the 

borrower  pays  the  tax  are  not  prohibited  in  this  state  and  it  is  the 

custom  to  include  a  clause  in  the  mortgage  providing  that  the  mort- 

1 

gagor  assume  all  responsibility  for  the  payment  of  the  taxes.  Thus 
it  comes  about  that  tho  borrower  is  taxed  on  the  loan. 

Since  1902, mortgages  have  paid  no  taxes  in  Wisconsin  and 

2 

a  system  very  similar  to  that  of  Massachusetts  is  in  force  there. 

3  4 

The  tax  on  mortgages  has  also  been  abolished  in  Delaware, Utah, Ore- 
5 

gon,and  Washington. Delaware  and  Washington  seem  to  be  the  only  states 

6 

which  exempt  all  credits, secured  and  unsecured.  This  is  a  side  of 
the  subject  which  has  recieved  little  attention. The  taxation  of  un- 
secured credits , however, has  no  more  justification  than  a  tax  on  se- 
cured credits. 

The  California  method  would  seem  to  be, on  the  face  of  it, 

the  better  plan, for  it  is  a  distinct  attempt  to  tax  the  holder  of 

the  mortgage  on  that  part  of  the  property  which  he  really  owns. In 

so  far  as  this  attempt  is  unsuccessful  or, stated  differently , in  so 

far  as  the  lender  is  successful  in  shifting  the  tax  to  the  borrower, 

7 

the  tax  is, as  Professor  Seligman  points  out, illogical  and  unjust. 

It  is  unjust , however, only  in  so  far  as  the  tax  on  secured 
credits  is  heavy  in  comparison  with  the  tax  on  unsecured  credits. 
It  may  be  said  that  unsecured  credits  are  seldom  reached  for  taxatior 
at  all. If  all  credits , secured  and  unsecured, are  exempted  from  taxa- 
tion and  all  the  property  which  they  represent  is  taxed, all  capital 

-o- 

1.  Report  of  Commission  on  Taxation. Mass. 1897. p. 7. 

2.  Report  of  Wisconsin  Tax  Commission. 1907 . 

3.  Pierce:Taxation  of  Moneys  ard  Credits. 1st  Nat'l  Conf.p.34S« 

4.  Coray:atah  Mortgage  Taxation. 1st  Nat U  Conf.p.l83. 
5. SeligmanrEssays  on  Taxation. p. 410 . 

6 .Seligman: Pol .Sc. Quart .22:309. 

7. Seligman: Essays  on  Taxation. p. 101-107. 
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available  for  loans  is  under  the  same  handicap  but  this  handicap  is 
but  its  fair  share  of  the  burden. The  capital  loaned  will  be  taxed 
but  will  be  taxed  only  once. This  tax  is  a  charge  which  the  capital- 
ist must  consider  in  loaning  his  capital. The  tax  may  be  paid  by  ei- 
ther the  lender  or  borrower  but  since  this  charge  must  be  distributed 
between  the  lender  and  the  borrower  in  each  particular  case  there  is 
no  injustice  or  double  taxation. Taking  the  standpoint  of  a  person 
borrowing  money  to  invest  in  an  enterprise, it  is  seen  that  he  must 
consider  in  his  calculations  the  fact  that  the  property  involved  in 
the  venture  is  liable  to  taxation. This  being  of  the  nature  of  a  fix- 
ed charge  which  must  be  met  by  all  persons  taking  up  such  an  enter- 
prise,will  have  the  effect  of  restricting, to  a  certain  extent  the 
number  of  enterprises  which  will  be  undertaken. But  this  charge  must 
met  by  all  capital  equally. As  it  is  at  present  in  most  states, one 
part  of  capital  is  at  a  disadvantage  as  compared  with  other  capital. 
Those  loans  which  are  secured  pay  a  disproportionate  share  of  the  tax 
But  if  all  credits  are  exempted  and  if  the  actual  property  loaned  is 
fairly  assessed, the  system  of  total  exemption  of  credits  is  theoreti- 
cally logical  and  fair. 
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CHAPTER  VI. 
SUMMARY  AND  CONCLUSION. 

In  the  course  of  this  paper  it  has  been  seen  that  the  tax- 
ation of  mortgages  and  credits  presents  difficulties  which  are  not 
presented  in  the  taxation  of  tangible  property .Illinois, in  trying  to 
overcome  these  difficulties  has  attempted  much  but  has  accomplished 
little. Having  defined  credits  very  broadly  and  having  provided  what 
seemed  to  be  an  effective  code  of  laws, the  state  has  not  succeeded 
in  securing  a  full  and  just  assessment  of  this  class  of  property.lt 
must  be  concluded, then, that  the  law  laying  a  tax  on  mortgages  and 
credits  in  Illinois  has  not  been  a  success. This  has  been  tacitly 
admitted  by  the  legislature  in  several  cases  where  they  have  express- 
ed a  willingness  to  pass  unjust  laws  because  of  lack  of  confidence 
in  the  ability  of  the  assessors  to  enforce  just  ones. The  law  for  the 
offsetting  of  debts  against  credits  is  a  case  in  point. 

There  has  been  a  trace  in  the  legislation  of  the  growth  of 
a  conviction  that  the  fundemental  thesis  of  the  theory  of  the  tax  is 
wrong. There  seems  to  be  a  growing  tendency  to  make  a  distinction  be- 
tween credits  and  other  kinds  of  property. The  attempts  to  exempt  the 
notes  and  stock  of  building  and  loan  associations  are  examples  of 
this  tendency. 

In  considering  what  changes  Illinois  should  make  in  the 
law  and  what  system  it  would  be  well  to  adopt , keeping  in  mind  the 
experience  of  the  other  states, one  may  first  eliminate  all  schemes 
which  attempt  to  tax  credits  at  full  rates  for  all  of  these  have 
failed  to  a  greater  or  less  degree  when  put  to  the  test. The  taxation 
of  credits  at  a  low  flat  rate  has  nothing  except  expediency  as  its 
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justification. The  recording  tax  is  based  on  better  theory  than  these 
plans  and  has  proved  very  satisfactory  in  the  states  where  it  has 
been  in  use. There  seems  to  be  no  essential  difference  between  condi- 
tions in  Illinois  and  in  New  Yor\  which  would  tend  to  make  a  tax  of 
this  sort  any  less  successful  in  this  state  than  there. A  point  in 
favor  of  this  plan  is  that  its  adoption  does  not  involve  a  sacrifice 
of  revenue. Table  XXV. compares  the  amount  recieved  from  the  tax  on 
all  credits  in  1380  and  in  1887  with  the  amount  which  would  have 
been  recieved  if  the  tax  had  been  laid  as  a  recording  fee  on  mort- 
gages of  one  half  of  one  per  cent. It  will  be  seen  that  while  the 
income  which  would  have  come  from  the  fees  on  mortgages  recorded  was 
less  in  1880  than  the  si^_m  actually  recieved  under  the  general  proper 
form  of  taxation, yet  in  1887  the  conditions  were  reversed  and  more 
revenue  would  have  been  recieved  under  a  recording  tax. Under  this 
fee  system, moreover, the  distribution  of  the  tax  between  the  counties 
would  have  been  more  Just. If  there  had  been  a  recording  tax  in  force 
Cook  County  would  have  paid  a  larger  share  of  the  state  tax. Provided 
that  the  tax  reciepts  had  been  equally  between  the  local  and  state 
governments , as  is  done  in  New  York, Cook  County  would  have  recieved 
in  1880  over  three  times  as  much  revenue  to  apply  on  local  expenses 
as  was  actually  recieved  from  this  class  of  property; in  1837  the  fee 
would  have  amounted  to  about  twenty  times  as  much  as  the  tax  reciev- 
ed. It  is  probable, then, that  the  change  could  be  made  from  the  gen- 
eral property  tax  to  the  mortgage  recording  tax  without  any  great 

loss  in  revenue  and  with  the  result  that  the  tax  would  be  more  Just 

1 

between  the  counties. 

-o- 

l.In  order  to    find    the      amount  of  the  equalized  assessment  of  the 
credits  of  other  than  bank, banker, broker, etc. as  used  in  Table 
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TABLE  XXV. 

REVENUE  RECIEVED  FROM  THE  TAX  ON  MORTGAGES  AND  CREDITS  IN  ILLINOIS 
IN  1880  AND  1887  COMPARED  WITH  THE  AMOUNTS  WHICH  WOULD 
HAVE  BEEN  RECIEVED  FROM  A  RECORDING  TAX  ON 
MORTGAGES  IN  THOSE  YEARS. 

1880  1887 

Entire  State 

Total  tax  listed  on  Tax  Books   24  533  327      30  978  342 

Tax  from  Credits  of  Other  Than  Bank.,..  547  829  501  797 


Amount  of  Mortgages  Recorded   63  055  828    117  152  859 

Amount  Which  Would  Have  Resulted 

From  a  Recording  Tax  of  l/2  of  1^.  315  279  585  764 


Cook  County. 

Total  Tax  Listed  on  Tax  Books   8  012  010      11  443  692 

Tax  From  Credits  of  Other  Than  Bank....  13  896  8  247 


Amoimt  of  Mortgages  Recorded...  

Amount  Which  Would  Have  Resulted 

From  a  Recording  Tax  of  l/2  of  1% 


19  509  948 
97  550 


62  253  920 
311  270 
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If  the  recording  tax  is  adopted  the  problem  of  the  taxation 
of  the  other  varieties  of  credits  remains  still  unsolved. Why  mort- 

-o- 

XXV.it  is  necessary, in  the  case  of  the  amounts  for  the  entire 
state, to  use  the  proportion  that  the  total  assessment  of  per- 
sonal is  to  the  total  equalized  assessment  of  personal  property 
as  the  total  assessment  of  credits  is  to  the  total  equalized 
assessment  of  credits. The  following  proportions  and  results  are 
obtained 

165  091  710:163  667  534: :17  680  502:X 

X  17  564  661 
148  £46  088!l49  291  581: :12  160  825:X 

X  12  921  13S 

In  order  to  ascertain  the  amount  of  the  equalized  assessment 
of  credits  in  Cook  County  one  has  to  but  multiply  the  assessment 
of  credits  by  the  per  cent  added  by  the  board  of  equalization 
and  add  the  amount  to  the  multiplicand. This  per  cent  was, for 
Cook  County, 22  in  1880  and  29  in  1887. 

In  order  to  obtain  the  actual  tax  recieved  from  mortgages 
and  credits  it  was  necessary  to  make  use  of  the  following  pro- 
portion: -The  total  equalized  assessment  is  to  the  equalized 
assessment  of  credits  as  the  total  tax  is  to  the  tax  from  cre- 
dits.The  following  are  the  proportions  and  the  results  obtained: 

Entire  State. 
1880 

786  616  394:17  564  661: :24  533  327:X 

X  547  829  1887 
797  752  888:12  921  136:: 30  978  342 :X 

X  501  797 

Cook  County 
1880 

148  982  393:258  414: :3  012  010:X 
X  13  896 

1887 

209  696  157:151  149: :11  443  692:X 
X  8  247 


102 

gages  should  pay  but  a  small  fee  and  other  credits  be  taxed  at  the 
full  rates  is  a  question  that  is  not  easy  to  ansuer.As  unsecured 
notes  and  accounts  are  not  registered  it  is  impossible  to  impose 
a  fee. 

Moreover  when  the  recording  tax  is  adopted  the  principle 
of  the  general  property  tax  is  abandoned  in  that  it  is  recognized 
that  the  evidence  of  money  loaned  is  not  property  in  the  generally 
accepted  meaning  of  the  term. It  seems  that  the  logical  step  would 
be  to  cease  to  consider  mere  claims  for  property  as  property  itself 
and  to  entirely  exempt  credits  from  taxation  under  the  old  form  of 
the  general  property  tax. 
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